JULY 21, r9Se 15 CENTS 
| 


BCA parr, rEsERvEs: 
A’ Au eiecsegal WHO TO BE CALLED? 


29 NO 3 






Jnitedsgmates News (& World Report ® 


And Supply Centers in North Korea 
To Block Chinese and Russian 





| Reinforcements 
| U. S. Ground Troops k to 38th Parallel 38° 


Key to quict travel 


For 


and production, GM specialists keep 


The peace that lulls your baby to sleep in 
a General Motors car came from a long 


war against discomforts. 


Decades ago, the first closed bodies calmed 
wind and weather. Later, No-Draft Ven- 
tilation added soothing touches. 


as Knee-Action 
and 
vibration. 


A restful hush began to fa 


smothered road eet Balancing 


cushioning soaked up engine 

Bracing and insulation shushed body res- 
ie ¢ 

onance. And the search for silence still 


goes on and on. 


S FOR MORE PEOP 


GENERAL 


Your Key to Greater Value e 


CHEVROLET ¢ PONTIAC . 


| or” 
ri 


OLDSMOBILE °« 


throughout research, engineering 
working to make these things better— 
trying to still the last tremor to the last 
decibel. It’s the kind of steady search 
that makes the GM key your key to 
all ways, as 


greater value in you can 


easily find out. 
GM cars for a 
sample of GM quict, comfort, perform- 


Just ask any dealer in 


ance and all-round quality. He'll dem- 


onstrate whenever you're ready. 


Motors 


The Key to a General Motors Car 


BUICK ¢ CADILLAC °* 


BODY 


wit 


vwrati 


In rooms 
heart beat, 
materials an 


where 
GM men never stor 
d tn saa 


to deaden nots 


BY FISHER 





ws quiet enough 


lividual 


GMC TRUCK & COACH 








Lo? 


F ROBERT 
BERNAR 


JOSEPH 


H 
CHET B 
9 Rocke 


NO 
95 East V 








THE UNITED STATES NEWS 
WORLD REPORT 


U. S. WEEKLY 


Three Titles Reg. U. S. Pat. Off. 


“ eames at Washington, D. C., Editorial 

eblished | \ offices, The United States ews 

ith NS pets, N.W Wash 
delivered pr 

€ aracie, Mexico, 

Phi ee 35 


. possessions, 
yut h igre ca. 
8 fo 
7 countries $1 3 
cond-class matter 
D. ¢ under the ac 
its of this publication 
l ted States News Publishing Corpora- 
ights reserved under Pan American Copyright 
vention {1 International Copyright Convention. 


BOARD OF EDITORS 


DAVID LAWRENCE, Editor 
OWEN L. SCOTT, Executive Editor 


PEARSON F. LYMAN L. NOBLE ROBINSON 
F Managing Editors 


WALTER HUSTED DEREK FOX 
"General News Editor Art Editor 


ASSOCIATE EDITORS 

B. RAGSDALE ARCHIE ROBINSON 

CHARD |. TURNER BEN J. GRANT 

ED W. HENSHAW LEONARD WILLIAMS 

L. RAMSAY CHARLES M. PLATT 
JOHN H. ADAMS J. FRANK DIGGS 
| FRED M. HARMON GEORGE W. BOLTON 
: A. S. McLEOD, Chief Economic Unit 
SpHiLiP H. BOLLINGER JOHN B. BLEDSOE 
> KURT LACHMANN CHARLES H. DAVEY 
4 NEWS EDITORS 
PWURNER ROSE N. KEY HART 
S THURBER W. CUSHING WILLIAM H. RIEBOLD 
DFW. GAPP FRED A. EMERY 
Assistant News Editors: Barbara Blair, Florence 
Burke, Beth Floyd, Mabel S. Groettum, Iva Hol- 
DH ilend, Lucy Cobb Jones, Kathleen McGrath, Clis- 
~ gold Price 


WORLD STAFF 


HOWARD FLIEGER, Directing Editor 
JOHN R. FLEMING, Associate Director 


CHARLES H. KLINE, Associate Editor, London 


CHARLES FOLTZ, JR., European News Editor 
LARK H. GALLOWAY, Inter-American News Editor 


PERRY K. SELLON, Editor, Commerce-Industry 


Business Editors: New York, Gilmore Iden 
San Francisco, Edwin J. Drechsel 


BUREAUS ABROAD 
LONDON, PARIS, FRANKFURT, TOKYO 


REGIONAL EDITORS ABROAD 


ROBERT KLEIMAN.. secsseeeeeeeee. Central Europe 
RNARD S. REDMONT.. France and 
Mediterranean countries 


HYOSEPH FROMM ..Japan and the Far Eost 


ART DEPARTMENT, Washington 
H. KLEBANOFF, Director 
4. Ernest Beavin E. H. Castens 
H.C. Richardson M. J. Shimp 


LUTHER A. DAWSON, Librarian 


ADVERTISING DEPARTMENT 

H. L. BEHLKE, Director of Advertising 
CHET BOKELUND, Natl. Advertising Sales Mgr. 
90 Rockefelier Piaza New York 20, N. Y. 

3 Tel. Circle 6-3366 

NORMAN O. MICK, Western Manager 

$5 East Wacker Drive Chicago 1, Ill, 
Tel. Randolph 6-5460 


BUSINESS DEPARTMENT 
ANTHONY R. GOULD, Business Manager 
JOHN H. SWEET, Circulation Director 
HAROLD M. WELLS, Executive Secretary 
W. L. BRAUER, Treasurer 


CIRCULATION DEPARTMENT 


1 W. W. SPURGEON, Manager 
1435 Parker Avenue Dayton 1, Ohio 


PRODUCTION OFFICE 
E. M. GILLEY, Manager 
RALPH M. FRANCISCO, Asst. Manager 
"350 Dennison Avenue Dayton 1, Ohio 
Tel. Melrose 9231 


All communications relating to news or editorial 
pmatters should be addressed to the Executive 
Offices, 24th & N Streets, N.W., Washington 7, 

C. Tel. District 2900. Communications relating to 
Pwubscriptions should be addressed to the Circulation 
Department, 435 Parker Avenue, Dayton 1, Ohio 








Y 21, 1950 


The March of the News 


War report. Bit by bit, the curtain of 
confidence around the war in Korea 
parted last week . . . Beneath it were 
signs of real concern and foreboding .. . 
They showed up in official, well-in- 
formed Washington and on the main 
streets of the U.S. generally . . . To 
everyone. the fighting in faraway moun- 
tain valleys seemed to be growing bigger, 
hotter and closer home. 


The home front. From coast to coast, 
Americans were beginning to act like a 
people caught up in war: 

In Nashville, Tenn., the Civil Air 
Patrol ordered planes to fly guard duty 
over the atomic city of Oak Ridge. 

In Detroit, the city administration 
checked its pay roll of 25,000 to see 
which employes in essential jobs are 
eligible for military service. 

In Seattle, simulated atom-bomb tests, 
planned by the National Security. Re- 
sources Board, tested coastal defenses. 

In New York, Gen. Lucius D. Clay 
was appointed civilian defense head and 
started mapping blackouts. air-raid drills 
and other things that go with wars. 

In Los Angeles, a four-vear-old ballad 
about the atom bomb suddenly _blos- 
somed with new popularity .. . It 
sounded like a summer song hit. 

Everywhere, draft boards were _ re- 
opening for business . . . Reserve officers 
were putting their civilian affairs in 
shape, just in case . People were talk- 
ing, planning and buying as though they 
thought peace might be far away. 


GHQ. Washington, D.C.—America’s 
general headquarters in any emergency 
—reflected much the same atmosphere. 
Mobilization plans were being hashed 
over quietly, and kept up to date 
After weeks of debate, a congressional 
committee O.K.’d military aid for the 
world overseas Higher military ap- 
propriations were looked for in Congress 
. Gossip at the Pentagon was that the 
U.S. had to prepare for a fight that could 
last until winter, and beyond The 
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official line still was to take Korea in 
keep it in perspective . . . But 
victory was 


stride; 
talk of a quick and easy 
growing fainter. 


Stump warfare. In war as in peace, 
politics goes on during an election year 
... Such a year is 1950, and Washing- 
ton found its time and attention caught 
up in a tug of war between a fighting 
front in Asia and the political fronts at 
home Congressmen, up for re-elec- 
tion this vear, 
more exact knowledge of what the public 
was thinking .. . Now was the time when 
voters were making up their minds 
That was a fact politicians could ill af- 
ford to overlook. 


were growing anxious for 


In this corner . President Truman 
and his staff were working all day and 
into the night on the Korean affair and 
its wider implications His calendar 
showed a full schedule of conferences 
. He met with defense chiefs, with the 
top men of the State Department, with 
congressional leaders of both parties 
But there were other meetings 
One day Edward J. Flynn, Democratic 
leader of New York’s Bronx, showed up 
at the White House for a conversation 
with Mr. Truman . . . Their subject: pol- 
itics in general Next day. Mr. Tru- 
man’s appointments listed the name of 
Mrs. India vice chairman of 
the Democratic National Committee. 


Edwards, 


- . And in this. Republicans were 
busy with politics, too War was 
rapidly changing the face of the 1950 
campaign. a campaign laid out months 
before the shooting started Into the 
discard went the two big pre-Korea is- 
sues: peace and federal economy ... With 
U.S. troops in battle, both lost their ap- 
peal.. G.O.P. leaders in Washington got 
together to set a new tack for the cam- 
paign already underway They agree 
with the Government’s goal—to stop Com- 
munism—but they feel the Truman Ad- 
ministration is not competent to attain it. 
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Every time you flip a switch or “press 
a button,” you command a tremendous supply of 
dependable power. In fact, Americans are the most 
fortunate people on earth when it comes to the electric 
power that lights and runs their homes 
and factories. They have more of it, 
supplied at lower costs, than anyone 
else on earth. And the giant share 
of all this power is generated by COAL! 


To help America’s power companies meet 
the ever-increasing demands for low-cost 
electric current, America’s progressive coal 
producers provide a dependable supply 

of specified grades of coal. 


Coals of tested quality are supplied also to 
scores of other big customers—railroads, steel, 
paper, cement, chemicals, meat and other food 
packers—and the coal dealers who serve millions 
of homes and stores. The coal industry is 
vigorously at work to provide its customers 

with an ever better product for ever better 
utilization and thus a reduction of their fuel costs. 


To do this big job efficiently, the producers of 
coal continue to invest heavily in research, equipment, 
and methods aimed to reduce production costs while 
delivering better prepared coals of good quality. 


@ To continue most effectively to serve millions of 
America’s homes, as well as its industry and commerce 
and to be ready to play its indispensable part in providing 
all the power needed in any national emergency—the 
coal industry requires only the opportunity to function 

at its best, in a fair competitive climate, free from 
governmental interference. 
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We'll do our best to answer some of the questions you now are asking. 

Is this it--start of World War III? It could be. Stalin has the answer. 
Stalin's choice? Start rolling while U.S. is weak and off balance, accept atom 
bombing, grab Europe, or wait a while, try to catch up on the bomb first. 

Odds? Maybe 60 to 40 that he will wait, but that's a guess. 

War in the end? Yes. Almost certainly. The world is simply too small 
for both Russia, devoting her life to stirring trouble abroad, and U.S. wanting 
to settle down to normal existence. One or the other will win, not both. 

Then why not start now? U.S. doesn't start wars. Stalin may hesitate. 
Why? He's got a healthy respect for U.S. industry and for the bomb. He is not 
so sure he could win in the end. Then no big war now? Maybe. But, if Stalin 
keeps on shoving, he's going to get a punch on the nose and fight will be on. 









































Any evidence that Stalin expects war? Yes. There's some. There is a 
telltale indication that Russia has slowed greatly the flow of materials into 
new plants and machines, stepped up the flow into actual arms production. 

The meaning? It simply is that Russia is concentrating on a stockpile of 
arms. Tanks, for example? Yes. Russian tank output is reported at 1,000 a month. 
U.S. output? It is nothing, at present, no tanks produced. Airplanes? Rus- 
sia goes in for planes for ground support, air cover. She's far ahead of U.S. 
there. Big bombers? U.S. is far ahead. Atom bombs? U.S. is far ahead. 

As of now, it's the big bomber and the bomb against Russia's hordes of man 
power supplied with great numbers of tanks, planes and guns. Russia eyes the 
bombs and hesitates. U.S. eyes the Russian armies and wonders. 

















As for Korea: Will we be pushed out? No. Military insists not. Win? 
Yes, after a build-up. What will it take? About 100,000 combat troops and all 
that goes with them, backed by air and naval power. How long? Maybe 6 months. 

Mobilization? Yes, it is going to take partial mobilization in U.S. 
Armed forces will go up at least 600,000 men. Military spending will have to 
rise by at least 4 billion dollars, maybe more. Civilian industry, civilians 
in general will have to share more with the military. 

Why so if Korea takes only 100,000 men? Korea is just the warning sign. 
It showed how weak U.S. really is, how unprepared for real trouble. Unless the 
nation is ready to gamble with fate it will be forced to arm more. 




















Will drafting speed up? Yes, a Speed-up is coming. Yet total draft is .to 
be small compared with available man power. National Guard? A call is to 
come for some units. Reserve units? Some will be called up. Need is for 
trained men, and there will have to be partial mobilization to get them. 

You get more details of that whole story on page 9. 

Is peacetime conscription coming? It is nearer now than it almost ever 
has been. More has to be done to train and organize U.S. man power for war. 

Money, cost, is the limiting factor at the moment in moves to bolster the 
military man-power reserves of the country. Services are set to move fast to 
increase strength if and when Congress makes the money available. Defense comes 
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high. U.S., if it is to lead a normal life, probably cannot afford to pay the 
bill of adequate defense so long as Russia acts as she does. Yet, if U.S. 


isn't to be permitted to lead a normal life in so-called peace, it may prefer to 


have a showdown with Russia to get a decision about its future. 


But won't mystery weapons make big armies unnecessary? Apparently not. 
Those on hand didn't stop Koreans. But aren't tanks obsolete? See page 28. 








What of atomic dust, other things supposed to make defense cheap? They may come 





someday and do all that is claimed for them, but military men doubt if an 
antidote ever will be found for the well-armed foot soldier, taking ground. 
Emphasis now is to shift to mobilization, to defense. 


As life-as-usual is upset, man power and industry mobilized partly: 

Will auto output be stopped? No, but it will be reduced. Television? It 
will give way in part to military orders. Household appliances? They'll be 
pinched by steel shortage. New houses? A cutback seems inevitable. 

Is this the time to load up? It all depends. There still will be a big 
volume of cars, houses, refrigerators, other things produced, but they may cost 
more later, may take more waiting to get. Goods aren't to disappear. 

Tires? They should be in adequate supply. Gasoline? It isn't likely to 
be short. Shirts, sheets, men's suits? They'll be adequate but higher priced. 
Shoes? No shortage likely. Nylon products? They may be less abundant. 

Sugar? No probable shortage. Coffee? Probably enough. Meat? Supply is 
quite big, but high priced. Butter? More than enough. Eggs? To be in big 
Supply. Chickens? Same thing. There'll be no food shortage. 

Actually, in things made of metal, war production will take time to get 
going, so civilian production will stay at record levels for months more. 























Living is to cost more. Dollars won't be worth so much. 

Food is going to cost maybe 5 per cent more than now. Clothing will be 
more expensive. Gasoline is to cost some more. Rents are going up. 

Prices, even in a little war,tend to go up. 

Dollars, in purchasing power, go down as prices go up. A dollar, worth 
100 cents before the war, got down to a 57-cent value by 1948. Dollar became 
about a 60-cent dollar in 1949 as prices dropped. Dollar in a few months prob- 
ably will buy what 57 cents or less would have bought back in 1939. 


Money itself, in time of war, tends to lose value as inflation grows. 

Commodities, goods, property tend to gain value. 

A going business, during war, usually is profitable, usually strengthens 
its position. Profits are limited by high taxes, but investments in new plant 
and equipment often can be written down at a more rapid rate. 

Scramble of the public to sell equities in corporations to get cash can 
be overdone in a danger period. Cash, in war, might be the least desirable 
form of property to hold. It is one thing that almost always loses value. 











Taxes? They're going to go up. For corporations? An increase is very 
probable, almost sure. Individuals? Increase becoming probable. When? On 
1951 income probably, not retroactive on 1950 income, although corporations may 
find that taxes are raised moderately on this year's income. 

Excise cut? It's dead for now. Excess-profits tax? Still improbable 
unless war spreads and gets much more expensive. It might do that. 

Tax trend definitely is up. 














What of sudden peace? Russia may try that one. It would be quite some- 
thing if U.S. could be made to appear as paying North Korea a price for peace. 
The prospect? Very improbable. More probably, U.S. will insist upon teaching 








North Koreans a lesson, upon recouping some lost U.S. prestige. 
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It takes many things, all put together, to give 


you good telephone service at low cost. 


There are telephone instruments and switch- 
boards and buildings and almost endless miles 


of wires and cables across the country. 


These are important. But they could not 
possibly do the job without the skill, loyalty 


and courtesy of telephone men and women. 


That is the vital human force that puts life 
into all of this marvelous telephone equip- 


ment and makes it work smoothly and efficiently 





HOLDS GREAT PROMISE 





THE PRICELESS ASSET 





for millions of people. That is the priceless 
asset of the Bell System. 


It is not something new that has come sud- 
denly into the business but a recognized and 
distinctive part of telephone service for many 
years. It is one of the reasons why the future 


holds such promise. 


Telephone people. from top to bottom, are 
trained and ready as never before to transform 
new wonders of research and new equipment 


into better service for more and more people. 
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Peace Talk as Brake on U.S. Effort . . . Cheap Money 
‘For Duration’ . . . Air-Borne ‘Riot Squad’ for World? 


President Truman, it turns out, re- 
jected the policy set by his prede- 
cessor, Theodore Roosevelt, for 
U.S. to “speak softly and carry a 
big stick.”” U.S. spoke loudly un- 
der Mr. Truman and carried a 
little stick, with embarrassing re- 
sults. 


KR 


Louis Johnson, Defense Secretary, 
discovered at the “second Pearl 
Harbor” in Korea that U.S. was 
not so well prepared for war as at 
the first Pearl Harbor. He had 
been cutting military expenses 
shortly before shooting started. 


x * * 


Dean Acheson, Secretary of State, 
was more alarmed at the status of 
American defenses before war in 
Korea started than was Defense 
Secretary Johnson or his service 
secretaries. Mr. Acheson was press- 
ing for more steps to strengthen 
the military when the services 
were whittling down. 


xk * 


Navy Secretary Francis Matthews 
fSuessed wrong, actual war expe- 
riences is suggesting, when he 
teamed up with other services to 
cut U.S. naval strength to the 
bone. Any Pacific war, across vast 
stretches of ocean, calls for large- 
scale Navy-type operations. This 
country’s military planners had 
just got through putting the Navy 
through the wringer when the 
shooting started. 


x * * 


Gen. Omar Bradley, Chairman of 
the U.S. Joint Chiefs of Staff, is 
no longer so sure that Navy ad- 
mirals are “fancy dans” or that 
any war of the present or future 
will not involve amphibious opera- 
tions. Russians, listening to Ameri- 
can military men expound their 
pet theories, had an easy time 
touching off just the kind of war 
this country wasn’t ready to fight. 


Gen. J. Lawton Collins, Army 
Chief of Staff, is quietly applying 
pressure for a larger share of plane 
production to go into big troop 
transports. Idea is to fully equip 
the 11th and 82nd Airborne Divi- 
sions as shock troops that can be 
flown instantly to any part of the 
world, to meet any outbreaks that 
develop. 


i ee 


Frank Pace, Army Secretary, is 
being criticized by some ranking 
military officials for revealing too 
much about the new antitank wea- 
pon that is scheduled to go into 
production next winter and which 
is counted on to slow any big at- 
tack by Russia. 


xk * 


Gen. Hoyt Vandenberg, Chief of 
Staff of the Air Force, is inclined 
to tone down Air Force claims of 
destruction wrought in Korea. Pi- 
lots claim already to have de- 
stroyed more Korean tanks than 
anybody reports Koreans to have 
had, yet the tanks keep coming in 
big numbers. After World War II, 
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studies showed that Air Force 
claims in wartime had only mod- 
erate connection with reality. 


x«e 


General Vandenberg went to the 
Far East to find out how it was 
that North Koreans, lacking any 
real airplane support, could push 
U. S. troops around on the ground, 
when those troops were backed by 
the power of the U.S. Air Force. 


= = 


Non-Communist nations are 
alarmed at what they believe is the 
demonstration of inferior quality 
of U.S. land weapons in Korea. 
The idea had been that, to stop 
Russia, U.S. would supply weap- 
ons; other countries, the men 


xk * 


John Snyder, Treasury Secretary, 
has won his argument that rates of 
interest on Government bonds 
should not be allowed to rise. With 
a war to finance, Mr. Snyder wants 
cheap money. 


x *k *& 


Official thumbs still are turned 
down on the idea of a U.S. foreign 
legion that could be recruited from 


scattered parts of the world. 
x kk: 


Very high military officials are giv- 
ing some Senators the idea that 
they expect a general war with 
Russia to come much sooner than 
many now anticipate. 


x & & 


Joseph Stalin is playing a foxy 
diplomatic game to help his Chi- 
nese and Korean allies by feeding 
out the hint through British diplo- 
matic channels that he might be 
willing to help end the war. Mili- 
tary men think that the purpose 
is to induce U.S. to go slow in 
preparing for bigger war by ac- 
cepting the idea that the fight 
might end soon. 
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“Only in the 
nited States” 


“While few realize it, the future of our kind of life is 
involved in the kind of communications policies we 
have. All over the world, the avenues of communica- 
tions are in the hands of the state. Only in the United 
States do we have a free, privately owned system. We 


wantto keep it that way.” 


U. S. Senator Ernest W. McFarland 
Chairman, Communications Subcommittee 


Senate Committee on Interstate and Foreign Commerce 


THE WESTERN UNION TELEGRAPH COMPANY 


THE WORLD’S MOST MODERN TELEGRAPH SYSTEM 


ZS . . . . 
a Supplying America under free enterprise and private manage- 


ment with the finest, fastest telegraph service on earth. 











eel 

















/ Woeful Will, a worrier, was scared of family traveling. 
e “We'll have to take the kids,” said he; “we'll find our 
wits unraveling!” “Don’t worry, Will,” his wife replied. 
“The Statler’s where we'll go, and they like kids. 
They'll help with ours, and we'll have fun, I know.” 








2 The Statler welcomed them with joy; their rooms wet 
e big and bright: fresh fruit, a present for the kids, w: 
greeted with delight. “These Statler beds are swell. 
said Will, “but forour youngest, maybe...” “Stop worr, 
ing!’ said Mrs. Will. ““Here comes the crib for Baby.’ 








3 Their dinner at the Statler had the children cheering, 

e too. A special children’s menu, free balloons when they 
were through, and Statler’s famous food sure pleased 
the family—big and small. (They even mixed the 
formula .. . and Baby drank it all!) 





“T still don’t see,” said Woeful Will, “how we'll get 
4, any fun.” “We'll get a Statler sitter,” said his wife, 

“and then we'll run to shop a bit, and see a show, and 

we won't need to hurry .. . she'll keep the children 
happy, safe and sound. So don’t you worry!” 


























5. They ordered breakfast in their room (and was that 

e breakfast good!). ““Why, I’m enjoying this,” said Will. 
“I never thought I would. I'll bet more folks would 
travel with their children, if they knew how easy 
Statler makes it, for the kids—and parents, too!”’ 





rt wie 
STATLER 
HOTELS 
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STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON + BUFFALO + CLEVELAND 
DETROIT + ST.LOUIS + WASHINGTON 
STATLER OPERATED: HOTEL WILLIAM PENN « PITTSBURGH 
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WHO WILL BE CALLED TO FIGHT? 


Draft odds for a 1-A are 1 to 5 
that he’ll be called up, as things 
stand. Odds will narrow sharply 
if war goes on. 

Call-up of Reserves, National 
Guardsmen is ahead, too. Pros- 
pect raises a host of problems for 
tivilians who will-be tapped. 

Here is the outlook for military 
service, who can expect it, and 
when; what benefits go with ac- 
tive duty. 


Youths are to be drafted, Reserves 
are to be called up, National Guard 
units are to be drawn upon in increas- 
ing numbers during months ahead. 

Draft of 20,000, now ordered, is just 
a token. Call for volunteers from Reserve 
forces is preliminary to a direct call on 
some classes of Reserves. Talk of mobili- 
zation for National Guard units is about 
to be translated into action. 

Military need for man power is grow- 
ing rapidly. That need is to rise at least 
to 2 million from the 1.4 million at pres- 
ent. Official talk of need for only 100,000 
more men is designed to quiet public 
nerves. Draft alone is likely to take at 


Trained Units Face 


least 300,000 men before this year is 
ended, unless peace dawns. 

The big question in the public mind 
at this time concerns who will be called. 
The next question concerns the rights 
and status of those who are to be called 
or who volunteer—their rights to old jobs, 
to education benefits, to tax benefits, a 
moratorium on debts and insurance pay- 
ments. 

Answers cannot be given io every ques- 
tion of every individual who may be af- 
fected by the mobilization now starting. 
But answers can be given that will help 
individuals to determine their own status, 
on the assumption that mobilization will 
be partial and that the man-power needs 
will be limited in military service to about 
600,000 additional men. 

Where men to fill armed services will 
come from is the first broad question to 
be answered. 

Volunteering is to get first call. Vol- 
unteers are expected to fill any probable 
quotas for enlisted men in the Navy and 
Marine Corps. Volunteers will provide 
the Air Force with a substantial portion 
of its men. 

Voluntary enlistments, slow for many 
months, began to pick up after the U.S. 
decided to use armed forces in Korea. 
Announcement of the first draft call sent 
volunteers thronging to recruiting offices. 
Future draft calls also are to spur volun- 


DRAFT, RESERVES BOTH TO BE USED 


Prospect of Early Duty 


teering. Many men threatened with the 
draft prefer to enlist, since it gives them 
a chance to choose a branch of the serv- 
ice. Volunteers, however, only begin to 
meet the needs for men. 

Draft will be required to provide the 
Army with an important part of its needs. 
Army is the service that must grow most 
rapidly and to the greatest extent. 

Reserves will be called upon to fur- 
nish ‘officers and enlisted men for many 
naval ships to be recommissioned, for Air 
Force squadrons to be multiplied, and 
for new or expanding Army units. Or- 
ganized Reserves, active, drawing pay, 
will be first to face a call. 

National Guard divisions and _ air 
squadrons of best quality face an early 
call to take the place of divisions and 
squadrons that move from the United 
States. Demand for troops for service 
abroad is to be heavy. 

Retired officers and enlisted men of 
the services are to be called back to 
active duty in many cases. 

The tables that accompany this report 
give you in some detail the answers to 
questions concerning who is exempt and 
who may be called. 

Take the draft first. Draft rolls now 
include 1.5 million men already classi- 
fied 1-A, considered physically and men- 
tally fit and ready to go. Another 300,000 
soon may be added to this group—1-A’s 
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Deferred or exempt by law: 


18-year-olds Fis a ere 
Veterans, honorably discharged 
Youths with military service since mid-1948 


Ministers and divinity students 


Farmers producing needed crop.............. 
Essential war workers and science students... 
Reservists 





FROM THE DRAFT 


Total now registered with local boards....... 


Those who have passed 26 since registration... 


Conscientious objectors to any service............. 





Physically, mentally or morally unfit................. 


Deferred temporarily by presidential order: 
Married men and those with dependents........................ 





Not yet classified, but registered.................. 


Available now, classified 1-A...................0000 





FROM THE RESERVES 
aigicepctuawectde 10,790,000 Best trained and organized:. 
Organized Reserve Corps, Army.......c.ccccsecscceccesseeseessecscene 509,900 
preprantasl RGN COC a. onicc 55 ccs sccacsacaccecicisecsacesscoccesscece 184,000 
1,637,000 : : 
1,000,000 Die; FORGO OVGCHIRRT RGB OG 5. 6 cossnicsscsaccsecesoscrciscsacseecassexe 53,000 
WEE ics! 2.698.000 Organized Marine Corps Reserve...........cccccccccscecsseessecesees 44,800 
200,000 
het tees 10,000 Partially trained, fully organized: 
32,000 Do eS TEE EE SRE OP rR REET RCE 327,000 
seeveseeeeeears 536,000 PEE TERR NUNE ONE os sacanev ec asnius ca ioes wradenasacuecidinwéasnasasecenccet 45,000 
Experienced but not organized: 
743,000 Sututien i A 
pean 134,000 nac RO Te MOOI aa soci gscdccccacdsviacradcabanvensosctassneneseasvesh 78,400 
eee ae 41,000 Air Force Volunteer Reserve... 64,000 
A 133,000 Unassigned Air Force Reserve... 237,000 
TRA Gae PUROIINE RNIN oisas secs cn ceescadicacoctcnscadoncanevsecuons 934,000 
riikexicedardcaien 2,160,000 Volunteer Marine Corps Reserve..............ccccccessceceesscesenseeee 83,200 
eatin aia 1,466,000 ODODE 6 65; <insa\ssoucsveoneseansavecescheces o¥eibensaseotavetuedace cause cenectseasecacsete 














registered but not yet classified are actu- 
ally assigned to their class. 

Physical examinations later, however, 
may remove many classed as 1-A to the 
4-F group. 

Chance of call to service of 1-A’s is 
about 1 in 5, as matters stand. If war 
grows, the chance of call will be much 
higher. But the average physically fit man 
19 through 25 years of age, who is not 
deferred, has a l-in-5 chance of being 
in uniform reasonably soon. 

Youths must register within five days 
after their eighteenth birthday. They 
can be classified while 18 but cannot be 
called for service until after their nine- 
teenth birthday. Thus, if the war ends 
within one year, a youth now turning 18 
will not see service. 

Age groups called to service, under 
practice ordered by the President, start 
with the highest age and work down. 
First 1-A’s to be called are those nearest 
their 26th birthday. 

Youths of 19 stand much less chance 
of being called than those who are 20 or 
21. As age rises toward 26, likelihood of 
draft increases. 

Men 23 to 25 and classified 1-A prob- 
ably face a quick call. Since deferments 
are high in these age groups, it probably 
will be necessary to dip lower into the 
age groups to fill good-sized quotas. 

Those 21 fo 23, thus, have a chance 
of going reasonably early if there is a 
build-up of forces on a big scale. 

Men now registered cannot be called 
after they reach their 26th birthday. That 
is the top limit set by the present draft 
law. Although Congress may raise this 
limit later in case of a big war, right now 
there is no move in that direction. Early 
in World War II a few men as old as 44 
were drafted, but later the age limit was 
cut to 37. 
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Deferments and exemptions set by 
law cover wide classes. 

Veterans are exempt, except in case 
of a war or emergency declared by Con- 
gress, if they have been honorably dis- 
charged after at least 3 years’ service, or 
served 12 months between Sept. 16, 1940, 
and June 24, 1948, or served 90 days 
between Pearl Harbor and V-J Day. 

This exemption is effective now, as 
Congress has not yet declared an emer- 
gency. It applies to those who served 
in the Coast Guard and the Public Health 
Service as well as to those who were in 
the Army, Navy, Marine Corps or Air 
Force. Time spent studying under the 
Army’s specialized training program 
(ASTP) or similar programs of the other 
services does not count, however. 

Advanced ROTC students are de- 
ferred, as are aviation cadets. Reservists, 
National Guardsmen, several classes of 
public officials, and ministers and min- 
isterial students are exempt from draft. 
An alien is exempt or deferred, depend- 
ing on his civil status. 

Deferred by presidential order, which 
may be changed, are many others. 

Married men now have deferments. 
Local draft boards, however, have wide 
discretion in granting deferment. A 1-A 
who rushes to get married may find that 
he has to stay 1-A if the board thinks 
he got married to avoid the draft. 

Dependents other than a wife can 
qualify the man who is supporting them 
to get deferment. Thus a dependent 
father, brother, child, or even a divorced 
wife can bring deferment. 

Workers can be deferred if their local 
boards find them essential to agriculture 
or industry. Employers can ask draft 
boards, in writing, to defer key men. 

Students of medicine and some other 
subjects are deferred until they finish 


their courses. Any student, regardless of 
his course, can obtain deferment until the 
end of his school year. A conscientious 
objector can be either deferred or drafted 
for noncombat duty, according to the 
nature of his convictions. 

Order to duty does not mean neces- 
sarily that a 1-A will get into uniform. 
Before induction, he undergoes a physical 
examination given by doctors for the 
armed services. Judging by past experi- 
ence, thousands of men will be turned 
down and classified 4-F at this point. 

A physically qualified man will be 
called to an induction center and given 
the armed-forces ‘qualification test, de- 
signed to find out how quickly he can 
learn new material. If his score is below 
90, he will be reclassified 4-F. 

A man who passes the qualification test 
will be sworn in at an induction center 
and sent to an Army post for 17 weeks’ 
basic training. Next step will be assign- 
ment to a specialist school for an Army 
unit for further instruction. Pay, mean- 
while, will be $75 a month for the first 
four months, then $80. Later he gets the 
full pay of a private, $82.50. He can 
work higher, toward the enlisted man’s 
top pay of $198.50. 

It takes about a vear to turn a recruit 
into.a trained soldier. Men now being 
drafted, thus, stand a good chance of 
avoiding combat unless the Korean war 
drags on or other troubles multiply. If 
things quiet down, draftees will be re- 
leased after 21 months’ service. 

Reserves, other than the National 
Guard, provide a pool of about 2.1 mil- 
lion trained men on which the various 
services are just starting to draw. Indi- 
vidual Reservists, both officers and en- 
listed men, are beginning to come on 
duty on a voluntary basis. The services 
are appealing especially for medical off- 
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4s and such specialists as electronics 
aperts, tank mechanics and bombardiers. 
vms are that this is only the beginning 
ithe call for Reserves. 

Prospect is that Reserves in large 

mbers are to be ordered to active duty 

ithout their consent, under powers Con- 
sess recently gave the President. This 
wmpulsory service is to hit not only in- 
viduals whose skills are needed, but 

3) whole organized units. If troubles 
broad keep building up, all Reservists 
wentually will be called up and kept as 
lng as they are needed. 

National Guard units, both ground 
wd air, are likely to see active service 
yon. These units have a strength of 
79.000. Although some are below nor- 
nal strength, all are organized and at 
kast partly trained. 

As Regular Army and Air Force units 
ue shipped overseas, some will be re- 
slaced by newly mobilized elements of 
the National Guard. This partial mobili- 
ution of the National Guard is expected 
i0 start soon. Complete mobilization is 
to come if a full-blown emergency de- 
velops. 

Benefits of several kinds will be 
wailable to all officers and men who are 
ordered up in this expansion. For ex- 
ample, unless they already have $10,000 
worth of Government life insurance ob- 
tined during earlier service, they can 
take it out while on duty. Under the law, 
in nearly all cases, they will be entitled 
to get their old jobs back after complet- 
ing their service. 

A man who enters upon active serv- 
ie can, under certain conditions, ar- 
ange for delay of legal actions pending 
against him, obtain deferment of life in- 
surance premiums and some other debts, 
prevent eviction of his family from low- 
rent quarters, and be protected against 
toreclosure. This group of benefits is 
available under the Soldiers’ and Sailors’ 
Civil Relief Act, now in effect. 

Free education, however, cannot be 
eamed by serving at this time. This and 
nearly all other provisions of the GI Bill 
tt Rights, under which hundreds of 
thousands of World War II veterans went 
to school, have expired. Attempts to 
enact a new measure of this kind are get- 
ting under way in Congress. These at- 
tempts, not making much headway now, 
ae to stand a better chance of success as 
nobilization gets more momentum. 
Expansion of the armed forces, thus, 
Sto draw in men from a variety of 
swurces. The draft is to play a big part, 
ad it may be broadened. Chances are 
that this expansion is more likely to bring 
500,000 or 600,000 mer than the 
100,000 being talked about at this stage. 
lh case of a full-scale emergency, this 
pansion will develop into a call of the 
majority of the men able to bear arms. 
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REGISTRATION 
Most of those called will go into the Army 
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EACH MAN WILL HAVE HIS OWN PROBLEM IN THE DRAFT 
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MARINE ENLISTEES 
A boom in volunteers will fill a large portion of military quotas 
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PLANNERS FLUNK TEST OF WAR 


Reported from PUSAN, KOREA, and WASHINGTON 


Fancy weapons and strategy 
have a different look after a few 
weeks of fighting in Korea. They 
don’t work wonders, after all. 

B-36, key to defense planning, 
is on the side lines. Jets turn out 
to be of limited use, too. Tanks, 
once written off, are still a big 
weapon. 

As military men see Korea: 
Infantry-tank teams, well sup- 
ported, are what is needed. It 
can mean a basic change in U. S. 
planning. 


War is putting U.S. military ideas, 
new weapons, and strategy plans to 
the test of experience. On the basis of 
the record to date, the report card 
on first performances can be marked: 
“Flunked.” 

Taxpayers in five postwar vears have 
provided the military services with 50 
billion dollars to spend on defense. The 
military sold the country on giving first 
priority to atom bombs, big bombers, 
guided missiles, new mystery weapons, 
fast jet planes. Defense was to center 
around quick retaliation with air power. 
Bombs and new weapons were to replace 
big armies and big navies. When the show- 
down came, North Korea—a supposedly 
primitive area, using old Russian weap- 
ons—failed to fold up under bombing, 
soon showed she could outgun and over- 
whelm inadequately armed American 
forces. 

A post-mortem of the first weeks of 
war already is being held. It is one in 
which top military officials try to find out 
how they could have guessed so wrong, 
made so many mistakes. Its outcome will 
determine, in large measure, how much 
present defense plans will be shifted, 
what direction will be taken by the re- 
mobilization effort just ahead. 

A report on U.S. weapons that 
represent the big postwar investment, 
and how they have stood up in actual 
given here to indicate what 
changes are to come. 

B-36 bombers. These are the big 
bombers designed to strike back quickly 
at Russia, if Soviet armies move, with 
blows that would either win quickly or 


uses iS 
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sharply reduce the enemy’s ability to 
wage war. The B-36s have gotten the 
largest single share of military-equip- 
ment money in recent vears. Yet no B-36 
was used in the critical opening weeks in 
Korea, in a type of war that may set the 
»attern for localized Communist attacks. 
In other words, strategic bombing, im- 
portant in a big war, turns out to have 
only limited uses in this kind of fighting. 


Moreover, present American tanks, al] 
World War II models, are shown to be in- 
ferior to Russian tanks—in fire power, in 
armor, in size. The role of tanks in com. 
ing warfare and the type of tanks needed. 
thus, are being reassessed. 

Aircraft carriers. These bile air 
bases, cut far back under recent economy 
orders, have turned out to be highly valu- 
able as a means of furnishing air support 
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—Gib Crockett in Washington Evening Star 


‘PUSH-BUTTON WARFARE’ 
Wonder weapons have failed to pay off 


Atom bombs. Billions also have 
been spent on building a large stockpile 
of atomic weapons. None has been used 
in Korea. Threat of retaliation with A- 
bombs, counted on against Russia, ap- 
pears not to work against Russian satel- 
lites. The bomb as a “tactical” weapon 
for land warfare also has not panned out 
so far, remains in the planning stage. 
Tanks. Played down by U.S. Army 
planners as an obsolescent weapon, im- 
practical in mountainous country and of 
little value against infantry with anti- 
tank weapons, tanks are turning out to 
be the basic weapon in the Korean war. 


to troops and preventing amphibious 
landings. Of 103 carriers and escort cal- 
riers left over from the last war. only 14 
are in service. Recall of more carriers 
from “moth-ball” status, as a result, is 
being started. 

Jet fighters. A heavy investment m 
these planes over the last five vears is 
paying off in part. But, where jet fighters 
were counted on to give improved sup- 
port for troops, they now have show# 
themselves, in practice, too fast to be as 
efficient as propeller-driven types 1! 
working with ground forces. Jet aireralt 
may be valuable to combat fast enem) 
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iets, but far less reliance is to be placed 

on them for troop support. World War II 

types turn out to be better ior this job. 

‘Antitank weapons. Recoilless artil- 

levy, improved bazooka, other antitank 

devices on hand alsg are failing to give 

U.S. troops the edge that was expected. 

None has proved really effective against 

Russian-made tanks. 

Proximity fuse. This device. now 
available in improved form after much 

research, is failing to provide the sure- 
fre defense against masses of enemy 
troops that was advertised. Idea was that 
shells equipped with these fuses would 
break up any enemy attack by automati- 
cally bursting a few feet above ground 
and hurling shrapnel in all directions. En- 
emy attacks, instead, have kept coming. 

Transport planes. Air transports, on 
which military buying economized in 
favor of big bombers, are found in the 
Korean war to be needed and lacking. 
There has been no means of quickly 
moving troops from Japan or the U.S. 
to Korea. Partial use of commercial trans- 
ports, as the military planners see it now, 
still fails to provide an adequate “air lift.” 
From this lesson, Army officials are hop- 
ing to sell the idea of buying enough air 
transports to move at least two divisions 
and their equipment. Belief now is that, 
in time, all Army and Marine troops must 
be air-transportable. 

Transport ships. Supply of ships also 
is found to be too low for a Korean-type 
war. Cutbacks in number of Navy ships 
have been so drastic that badly needed 
Marine forces were kept waiting for 
weeks in California. And whether other 
types of naval vessels are plentiful enough 
to patrol Korean waters while preventing 
enemy landings on Formosa and filling 
other commitments remains to be seen. 

That, in brief, is the appraisal by com- 

petent military planners of how this coun- 
try’s costly defense equipment is proving 
out in actual warfare in Korea. It shows 
graphically the errors in emphasis that 
had been given most weapons, from the 
standpoint of this type of war. 

Changes resulting from that ap- 
praisal, however, are to affect the organi- 
zation as well as the type of weapons 
U.S. will mobilize in the period ahead. 

Ground troops, well equipped and in 
large numbers, are to get first priority 
in remobilization. Lesson No. 1 in Korea 
has been that present expensive weapons 
cannot wholly substitute for infantry and 
is supporting arms. Mobile ground- 
combat teams were especially needed 
when the Korean attack began and were 
not available. Marine Corps battalions, 
trained and organized for that purpose, 
had been cut far back in size and all 
stationed in U.S. Not even one full 
division of Marines is available now. 

Amy air-borne divisions lack equipment 
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B-29 OVER KOREAN MOUNTAINS 
. greater need for ground-support planes? 


for quick use. And all Army ground 
troops total only 10 divisions. 

Air power, at the same time, is in for 
a shift of emphasis from big bombers to 
ground-support planes. The theory that 
bombers alone can stop ground forces is 
dead. The demonstrated need is for sup- 
port fighter-bombers. 

Use of armor, too. is to be stepped 
up. More armored divisions and more 
tanks for infantry divisions are likely to 
follow, altering the Army’s present bal- 
ance of forces and discounting its recent 


‘ 
philosophy that tanks are a dying breed. 

Sea power, finally, is due for a fairly 
rapid build-up. Korea is showing the 
need for more emphasis on carriers, 
transports, patrol vessels, as well as anti- 
submarine teams. 

Lessons now being learned in Korea, 
thus, are pointing toward a basic change 
in this country’s defense plans, its mili- 
tary equipment, the organization of its 
armed forces. How far these changes 
will go will depend on how altered war 
plans in Korea succeed in weeks ahead. 





MOTH-BALL FLEET 
a call to duty in the Pacific 








U.S. News & World Report 


10 U.S. Divisions 
Are Given the Job 
Of Policing World 


The U.S. Army, charged with fighting 
a war and policing the world, is setting 
out to do that job with 10 divisions of 
fighting troops. 

This force, as partial mobilization gets 
under way, is about as big, in terms of 
divisions, as the present Italian Army. 
It is only a fifth as big, in divisions, as 
the French Army in prewar 1939. It is 
outnumbered 17 to 1 by the Russian 
Army divisions at this time. 

In man power, the Army now has 
596,000 soldiers and 304,000 civilian 
employes. To provide the nation with 
only 10 divisions, or 150,000 fighting 
troops, thus, the Army requires a total 
of 900,000 men. That makes 5 nonfight- 
ing men for every man who can be 
used in combat. 

In divisions, at present, U.S. is out- 
numbered on all sides. Koreans, fighting 
U.S. forces, are able to put into the 
field in a small operation at least 15 full- 
strength fighting divisions, backed by 
many more. In Northern Europe, Rus- 
sian troops man 30 divisions in Eastern 
Germany facing American occupation 
forces. About 50 Soviet satellite divi- 
sions are located in danger areas to the 
South, around Yugoslavia. Other dozens 
of satellite divisions are grouped near 
the hot spots of Southeast Asia. 

Most of the U.S. Army’s man power 
is engaged in “overhead” jobs. Office 
work and supply functions, for example, 
require 1 civilian for every 2 men in 
uniform. The ratio in prewar years was 
1 civilian to 4 soldiers, and in wartime 
it was only 1 to 5. In addition, service 
troops for maintaining Army _installa- 
tions and supplying combat divisions 
outnumber actual fighting troops by 
3 to 1. 

With its 10 divisions, U.S. is able, to 
date, to assign only 1 to fight its war in 
Korea. The rest are spread around to 
defend other commitments. One unit is 
needed in Germany. A mobile reserve of 
2 airborne, 1 armored and 1 infantry 
division is being kept in U.S. for use in 
a big war. Four divisions are in the Far 
East, and another has been ordered to 
the trouble area—with 3 of these units 
held in Japan for emergency use. 

This force, with its big overhead, may 
be increased in coming months to the 
12 divisions asked by Gen. J. Lawton 
Collins, Army Chief of Staff. But its big 
potential enemy, even if the Korean war 
is ended soon, will remain a Soviet Army 
of 170 fighting divisions. _ 
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Why U.S. Needs More Troops 
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Prices, in @ creeping rise, are 
moving up faster now. Markups 
show the trend. There will be 
more in weeks ahead. 

Food costs more. Price of 
dothes for the family is on the 
way up. Housefurnishings may 
get more expensive. 

Pinch on the household purse, 
rise in living costs, can start new 
demands for pay hikes, bring 
pressure for price controls. 


Cost of living for American families 
is going to rise in months ahead. The 
rise, already under way, will make a 
dent in pocketbooks and probably will 
lead to new pressure for pay raises. 

Food prices have gone up rather sharp- 
ly. Price markups are being made on 
some clothing items and on the raw ma- 
terials that go into clothes. Thus, two of 
the basic necessities of life—food and 
cothing—will cost more. So will things 
that go into houses. People who are 
building will find it costs more to furnish 
anew house than they had planned. 

Tire prices to auto manufacturers are 
up 8 to 12 per cent. Beefsteak is selling 
in some cities at more than $1 a pound. 
Pork chops are nearly as high. Gasoline 
is up a half cent a gallon at wholesale 
om the Eastern seaboard. Work clothing, 
sheets, bread, coffee, sugar—these and 
many other items that consumers buy are 
beginning to sell for more. 

_Even before the fighting broke out in 
Korea, the cost of living was creeping 
upward. Retail prices had begun to re- 
lect the increases in costs of materials 
and labor that had come earlier in the 
year. Then a wave of scare buying caused 
by the new crisis touched off a sudden 
furry of price rises. 

As a result, the cost-of-living dollar 
Son its way down again. That dollar, if 
figured as worth 100 cents just before 
World War II, got down as low as 57 
cents in buying power in 1948, when the 
Postwar inflation reached its height. By 
February of this year, it had risen to 60 
tents. Now the prospect is that, by the 
end of 1950, it again will be down to 57 
cents or less. 

Higher food costs, accounting for 41 
per cent of the cost of living, are being 
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57-CENT DOLLAR BY END OF 1950? 





Cost of Living Jumps, Following Food Prices 


spearheaded by increased prices of meat. 
A seasonal rise in meat prices had been 
expected this summer, because of a de- 
cline in the number of animals marketed. 
That price rise now is accounted by the 
strengthening of demand, as consumers 
rush to buy. 

Sugar suddenly is scarce, as hoarding 
increases. Coffee, in big demand, is back 
to its all-time high—around 85 cents a 
pound. Canned goods, cocoa, pepper, 
olive oil are being sought by anxious 
housewives, afraid of new shortages. 
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mean higher prices for men’s shirts and 
women’s dresses. 

Wool prices went up 7 per cent in the 
first weeks after the fighting in Korea 
began. Then the market quieted, with 
most textile workers on vacation. Big- 
scale buying of uniforms by the Govern- 
ment could quickly touch off a further 
rise. As a result, higher prices for all 
woolen clothing are in prospect. A man’s 
suit, for example, that used to sell for 
$50 is expected to cost $52.50 or more 
within the next few months. 


—Ewing Galloway 


MEAT GOES UP AGAIN 
A seasonal rise is pushed by a rush to buy 


Most foods, however, still are plentiful, 
and the Government owns or controls 
enormous stocks piled up in its price- 
support program. A 500-million-bushel 
carry-over of wheat is available for mak- 
ing bread. A billion-bushel carry-over of 
corn can be fed to cattle, hogs, poultry 
and other livestock. In the face of those 
realities, panic buying by consumers is 
likely to be temporary. 

Clothing costs, which account for 12 
per cent of the cost of living, are being 
pushed up by higher prices for cotton 
and rayon and by the prospect of a 
scarcity of wool. 

Cotton jumped 2 cents a pound, for 
example, when the Government's crop 
report showed that plantings this year 
were unusually small. A 2-cent increase 
in cotton adds a half cent a yard to the 
cost of print cloth. That, in turn, will 


Shoe prices, similarly, will be affected 
by the increased cost of hides—up 4 per 
cent in the current emergency. 

Housefurnishing costs are slower to 
respond to the new wave of buying. De- 
mand for appliances is stepped up, and 
prices that had been declining are hold- 
ing firm. Rug and carpet prices, which 
recently were slipping off, are edging up- 
ward again. 

Altogether, food, clothing and house- 
furnishings account for nearly three fifths 
of the average person’s cost of living. 
As these items go up, consumers begin 
to feel a pinch. Just the limited mobiliza- 
tion already ordered by President Tru- 
man is certain to bring a moderate rise 
in living costs. Those costs, in turn, will 
tend to touch off new union demands for 
pay increases by employers and price 
controls by the Government. 
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KOREA: NO DUNKIRK FOR U.S. 


Reported by OVERSEAS TELEPHONE BETWEEN TOKYO AND WASHINGTON 


Report fresh from the fighting 
front shows what U.S. expects 
in Korea. It looks like a long, but 
not a losing, war. 

Joseph Fromm, U.S. News & 
World Report Regional Editor, has 
been in Korea with U. S. forces 
almost from the start. Here, via 
overseas telephone from Pacific 
headquarters, are his answers to 
key questions at press time: 


Are the U.S. forces going to be 
pushed out of Korea? 

No. I am convinced by what I’ve seen 
in the last five days that, unless Russia is 
prepared to go into this war with both 
feet, there is no danger that we are go- 
ing to be pushed off the peninsula. The 
danger of our being shoved out of Korea 
is past. 

Are we losing? 

We have fought a rather bitter and 
relatively costly delaying action, but only 
in terms of the small number of troops 
committed. Now we are sending in more 
and more troops every day. Our supply 
lines are building up. We have air bases 
functioning in Korea. The build-up is 
really impressive. It is going along at a 
remarkable pace. 

Some of the reports reaching America 
give a more pessimistic picture. What is 
the explanation for that? 

I think there has been some alarming 
reporting from this war—I think it has 
been reported too much like a football 
game. We don’t point out often enough 
that we are making retreats as a part of a 
delaying action that is essential. When a 
unit is given a position to hold for several 
hours and then is “pushed back,” this 
isn’t necessarily a defeat. 

If there are reports that the U.S. may 
be driven off the peninsula, those reports 
present the situation out of perspective. 
U.S. troops are fighting a “delaying ac- 
tion,” which means we are trading lives 
and ground for time. There are few 
people in South Korea who doubt that 
the Communists eventually will be de- 
feated. 

How long will it take? 

This war is likely to be measured not 
in days or weeks, but in months. One 
American general—when asked the same 
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question—replied: “Home by Christmas 
—and maybe not this Christmas.” The 
war is going to be longer and costlier 
than initially expected. 

There may not be a positive victory 
for some weeks. The Americans should 
be prepared for further possible setbacks 
before the pendulum swings the other 
way. American officers out here caution 
against expecting miracles. 

Are there any signs of what the Rus- 
sians are going to do? 

It is significant that, even though our 
build-up is going at a rather rapid pace, 
the Russians haven’t intervened openly 
as yet. I think the amount the Russians 
would have to put in now to push us out 
is increased tremendously over what 
they would have needed had they come 
in at the beginning. 

The North Korean Army is not the 
primitive, undisciplined army Americans 
had been led to expect in Asia. They 
are well-trained troops. The Russians 
are reliably reported to be advising the 
Korean Communists on strategic plan- 
ning. But, as yet, no Russians have been 
detected directing North Koreans in ac- 
tual combat. The North Korean spear- 
head is believed to consist of Korean 
veterans of the Chinese Communist 
Army. 

What about the Chinese Communists? 
Are they on their way to Korea? 

There is no evidence of it. There are 
lots of rumors, but they are not confirmed 
and everybody out here feels there is no 
basis for such rumors yet. 

What about guerrillas? 

That is one of the long-range worries 
that are bothering American officers. So 
far, guerrilla activity behind the lines has 
been less serious than first expected. 
North Korean troops are slipping through 
the American lines disguised as farmers. 
In some areas far from the front, guer- 
rillas are active on a limited scale. 

But it is significant that guerrillas, who 
two years ago staged what virtually 
amounted to a revolution, have failed so 
far to cut or even sabotage one railroad 
line. Guerrillas are, potentially, the grav- 
est menace in this war. They have not 
amounted to much so far. 

Obviously, the North Korean Army is 
well trained. How well trained are the 
Americon forces? 

It would be a mistake to underestimate 
the training of General MacArthur's 
troops. The training during the last six 
or eight months has been quite thorough. 


As a matter of fact, one of the divisions 
here, at the very time of the first attack 
in Korea, was carrying out amphibious 
landing rehearsals. Another division spent 
several weeks practicing an “air lift’— 
carrying the division by air. 

How big are the remnants of the 
South Korean Army? 

There are two divisions in the line now. 
The U.S. can count on 25,000 men from 
that source, at least. They have to have 
some artillery and other equipment. 

Are the South Koreans willing to fight? 

They will be, once they get over their 
fright of tanks. If they see they are not 
going to get beaten every time they fire 
a gun, they will be willing to fight. As we 
go forward they will come along and be 
of considerable value. 

What about those tanks—have the 
Communists better tanks than we’ve got? 

So far, the heaviest Communist tank 
in action has been 33 tons. There have 
been reports of much heavier tanks being 
used, but up to now they are not in 
action. 

Anyway, tanks are no longer the para- 
mount threat in Korea. I think their 
fighting has been effectively countered. 
Now it is a question of superiority in 
infantry. 

How thoroughly have North Korean 
communications been beaten up by our 
air power? 

Well, so far, the U.S. has knocked out 
quite a few of the key bridges and a lot 
of locomotives and rolling stock. What 
hurts the Communists most is the de- 
struction of their transportation equip- 
ment. Roads can be repaired pretty 
quickly—as was learned in the last war— 
but equipment cannot be replaced in such 
a hurry. I think the effects of these at- 
tacks on communications are going to be 
felt more and more at the front during 
the next few weeks. 

Are there any signs of American so- 
called “mystery weapons” in action 
there yet? 

I haven’t seen any signs of it. We've 
read in the papers that the U.S. is send- 
ing over a superior something—bazooka, 
I think. They may have gotten here in 
the last day or so, but I don’t know. The 
thing is that, with the air power and with 
the artillery we've got at the front, we 
can pretty well cope with tanks. 

Despite the adverse reports, is there 
a growing optimism over there? 

It has grown just in the last couple 
of days. I think the reason for the pes- 
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IN THE U. S.: WAR SU 
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PPLIES JAM THE DOCKS AND MARINES PREPARE TO PUSH OFF 


IN KOREA: GI'S FIGHT A DELAYING ACTION AND PAY THE PRICE 


—Photos fro 


“The war is going to be longer and costlier than initially expected”’ 


imism at the beginning was that the 
whole thing was not put in perspective. 
It is necessary to look at what we can 
put into Korea, what the Air Force is 
loing, what supplies are being built up, 
what is going on back here at head- 
quarters. That full picture is much more 
impressive than the eyewitness reports 
it battles. 

U.S. forces consist largely of green re- 
mits. They are outnumbered frequently 
smuch as 5 to 1. They have been rushed 
o the front piecemeal, a battalion at a 
ime, or a regiment at a time, to hold the 
font until the build-up of troops and 
upplies could really get rolling. 
| General MacArthur has been attempt- 
ig one of the toughest tricks in a war: 
committing troops piecemeal and then 
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trying to group forces in the field while 
units are in combat. His forces have 
been losing battles against an enemy 
that still is superior in numbers and 
equipment. But that disparity is being 
whittled down. U.S. heavy artillery is 
in action. American tanks are in action. 

Do people out there feel that the Rus- 
sians will be impressed by what we are 
doing in a military way? 

I think that the Russians undoubtedly 
are going to be impressed by the rapid- 
ity with which we are sending troops in, 
and the efficiency and effectiveness with 
which the Air Force is carrying out its 
bombardment. ; 

I am convinced that, so far as‘ the 
Russians are concerned, they had no in- 
tention of allowing this Korean business 


to lead to a real war. The impression out 
here is that, fundamentally, that still is the 
Russian policy. There is no evidence so 
far that would indicate otherwise. 

That policy might be changed by pos- 
sible moves on our part. In other words, 
if we should move to jeopardize what 
the Russians consider their fundamental 
security, they might go to war—but I 
think the American commanders out here 
are quite well aware of that danger. 

The way this thing looks out here now, 
the U.S. is not going to be pushed off 
the Korean peninsula unless the Russians 
come in full tilt. Everybody is convinced 
that we are going to win, eventually. But 
it is going to take a long time, much 
longer than a lot of people thought in 
the beginning. 
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Output Booms—Shortages Feared 


Reported from DETROIT, PITTSBURGH, CHICAGO and SAN FRANCISCO 


Rush of civilian customers, not 


ning to doubt that voluntary control over 
materials is to be enough in the light of 


war orders, had industry boom- the immense civilian demand that has 
ing. Something must give if an appeared. The prospect of more Govern- 


all-out war program starts. 


. . i 
ment controls is not being discounted by 
private industry. 


Civilian demand is high and On-the-ground reports from members 


going higher. Some panic buying 


of the Board of Editors of U. S. News & 
World Report, in industrial centers across 


shows up, here and there. Orders the country, reveal that the great in- 
are piling in for many lines. crease to date in demand for goods is 


War business, when it comes, 


civilian demand. If it were not for the 
sudden rush to buy on the part of civilian 


will find plants ready. But con- individuals and peacetime industries, the 


trols, priorities may be used to 


war program now contemplated probably 
could be fitted into a plan for business- 


get Government all it wants. somewhat-as-usual. What the program is 


Industries that produce for war are 
all set and waiting for war orders. An 


expected to be at the start, with its ef- 
fects in terms of civilian goods, is ex- 
plained for you on page 33. 


expected flood of these orders has yet Out in the field. there is general agree- 
to arrive. Instead, civilian demand has pent that there soon will not be enough 


inundated industry. 


industrial materials to go around. Steel, 


War business will pick up. Orders are already hard to get, will have to be di- 
to be released in sizable quantities. These verted from civilian goods to tanks, guns, 
war orders may later carry formal pri- planes and trucks. How many other ma- 
orities, although affected industries re- terials are to be allocated will depend 
port that priorities have been lacking to upon the size of the arms program. 
date. When and if war business does Steel production is at almost full ca- 
boom, industry will be ready to handle it. pacity and has little room for expansion. 

The hope still is that industry can allo- Diversion of only a small amount of steel 
cate materials without need for Govern- to arms production will reduce immedi- 
ment to set up a system of material allo- ately the number of automobiles, re- 


cations in the period just ahead. 


Some _ frigerators, television sets and other civil- 


officials in industry, however, are begin- ian goods that can be turned out. 





-Jones & Laughlin 


PITTSBURGH 


In steel, there is little room for expansion 


Civilian demands for steel already are 
so immense that many manufacturers are 
turning to the gray market for their sup. 
plies. Some are paying almost any price 
asked. Steel companies report increasing 
pressure from nearly all their customers. 
They are not looking for stee] for militar 
production, for which there are few new 
orders as yet, but to maintain or step up 
production of civilian goods 

Aircraft industry, now turning out 
planes at a rate of 215 a month, will need 
more time to reach full production than 
it needed during World War II. That 
is because present-day planes are heavier, 
more complex and require about twice 
as long to build. Materials that go into 
planes have been stockpiled in large 
quantities, there is a reserve of trained 
aircraft workmen, and many’ stand-by 
plants are available. Despite this readi- 
ness to produce, the industry estimates 
that it would take 34 months to reach 
an annual output of 50,000 planes a 
year, compared with 24 months during 
the last war. 

Automobile production, regulated 
now almost entirely by steel supplies, will 
be cut quickly by any new diversion of 
steel to arms. Demand already is running 
ahead of supply, and no letup in that 
demand is in sight. So the scramble for 
cars would get worse the moment a 
steel cut was applied. 

Car makers, already called upon‘ to 
deny false rumors that auto plants are 
being converted to war production, are 
not talking publicly about reducing pro- 
duction at the present time. They wil 
have to wait and see how much steel 
they get in the weeks ahead. 

In home appliances, there is some 
stockpiling of steel in anticipation 0 
cuts. To get extra steel, some ippliance 
makers are going into the gray market 
and are paying premium prices. Thei 
idea is to step up production while the 
can, build up their inventories against 
the day when material supplies will be 
reduced. 

One appliance maker, looking for a 
cut in his steel quota, decided to sub- 
stitute aluminum for steel. He had to 
give up the idea, however, when at 
aluminum supplier refused to give him a 
long-term supply contract. 

Home building, now at record 
levels, will have to come down in volume 
if materials are allocated. Business observ- 
ers in the Midwest have been looking 
for a natural drop in demand for homes 
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ECONOMIC CALORIES 


There soon will not be enough industrial materials to go around 


which would ease shortages existing in 
that field, but there is no sign yet of any 
slackening in that part of the country. 
Housing starts in Chicago are double the 
number of a vear ago. 

industrial building is taking a spurt 
in anticipation of material shortages. 
Companies that have been holding back 
because of high costs now are hurrying 
to put up new factories. A manufacturer 
of building supplies and industrial equip- 
ment, for example, has given the go- 
ahead for a new plant on the West Coast, 
a project previously scheduled for the 
indefinite future. 

Television and radio manufacturers 
are expecting sharp cuts in production 
if there is to be expansion of orders for 
radar and communications equipment. 
Lack of materials would not be the only 
factor here. There is not enough plant 
capacity for full military and civilian pro- 
duction at the same time. This industry 
has been operating at or near top speed. 

Flood of buying orders from busi- 
ness, now appearing in the Midwest, ap- 
pears to come largely from manufactur- 
ers, suddenly eager to build up inven- 
tories of materials, especially metals. This 
is brought on not only by fear of short- 
ages but also by fear of rising prices. 
Actually, few materials except steel are 
in short supply. 

Wholesalers, retailers and builders, to 
a lesser extent, are joining inthe scramble. 
Many are buying further ahead than 
tormerly. Reports crop up here and 
there of businessmen placing orders with 
a number of suppliers in the hope of get- 
ting delivery from one. 

Examples show what is happening: 

A Chicago supplier of magnesium 
parts, used in airplanes and trucks, was 
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so well stocked before war started in 
Korea that he needed only minutes to 
fill orders. Now, he will not promise de- 
livery in less than a month. 

Tin-can manufacturers are getting a 
similar rush of orders. 

A small paint manufacturer, who has a 
contract to supply paint to a big retail- 
store chain, has increased his orders for 
lead, oils and pigments. 

Scare buying by consumers is show- 
ing up here and there, but is limited to 
a few products and does not appear to 
be too serious even in the places where 
it is occurring. The rush to buy is limited 
largely to automobiles and auto parts, 
tires, sugar, coffee and nylon stockings— 











things that people remember as being 
short in the last war. Much of this buying 
is in rural communities where stocks are 
small and replenishments slow. In Chi- 
cago and other large Midwestern cities 
there is little evidence of scare buying. 
Nobody seems to be rushing to buy 
shoes, for example, despite 1educed sum- 
mer prices, and despite the fact that 
shoes would be rationed in a big war. 

Man-power problems, prior to 
actual induction of men by the military, 
are limited in the Midwest to the metal- 
working centers. In California, where un- 
employment is the lowest since Novem 
ber, 1948, man 
problem in a hurry if shipbuilding and 
aircraft centers resume high production. 

Supply of labor, other than skilled 
workers, is ample for immediate needs. 
In most communities, there is a small re 
serve to draw on. (For a more complete 
report on man power, see page 36.) 

Serious shortages of materials other 
than steel are not showing up in the 
cities that will be called upon to turn 
out arms in a stepped-up military pro- 
gram. There was little increase in de- 
mand for aluminum after the Korean wai 
started. The industry does not expect 
any critical shortage for civilian uses even 
though more aluminum will be needed 
for aircraft. Coal, likewise, is plentiful 
and producers report no conspicuous 
increase in demand. 

Industry, while waiting word of Wash- 
ington’s plans for arms production, goes 
on turning out civilian goods in huge 
quantities. Most businessmen feel the 
demand for these goods will continue 
high. They know, too, that civilian pro- 
duction will have to give if war produc- 
tion goes into high gear again. 


power can become al 
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DETROIT 
In autos, demand is already ahead of supply 
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BATTLE DRESS ON POLITICAL FRONT 


Win-the-War Approach for Primaries Now 


“Politics as usual’ gives way 
to win-the-war psychology as 
Congress watches defeats in 
Korea. Vacation seems far away 
now. 

Effect of war as a political 
issue has yet to be decided. Poli- 
ticians can’t tell how the wind 
will blow in November. 

Local issues, not the war, have 
decided most elections so far. 
But issues may change fast as pri- 
maries enter home stretch. 


The Korean war is jarring political 
plans askew. The second half of the 
primary battle will be fought out on 
entirely different terms than the first. 
Congress, which a week ago was 
working at “politics as usual,” now is 
putting its full weight back of the 
showdown with Communism. The rest 
of the primaries will be held in a war 
atmosphere. 

This means that an entirely different 
approach will be taken. Congressmen are 
scrapping plans to go home soon. They 
are ready to tackle any measure that will 
put steam back of the Korean drive. 
They think this is what the voters want 
and are reshaping plans for November. 

Up to now, they have found no clue 
to November in the primary voting. 
Eighteen States, picking candidates for 
202 House seats and 16 Senate seats, 
have brought the primaries to the half- 
way point. But local, not world, issues 
have dictated the results. 

Only 3 Senators of 14 who sought 
renomination for the 16 vacancies have 
failed to win party endorsement. One 
other, Senator Elmer Thomas, of Okla- 
homa, was forced into a runoff and gets 
the final answer this week. Senator Sheri- 
dan Downey, of California, did not run. 

None of the 184 House members who 
sought renomination in the 202 House 
races held up to now has been beaten. 
Four of the 184, however, are in runoffs 
being held in South Carolina and Okla- 
homa this week. Sixteen members did 
not seek re-election, and 2 of the 202 
seats have been vacated by death. 

Of the 16 House members who did 
not try for re-election. 5 tried for nomina- 
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tions for Senate seats, 2 tried for guber- 
natorial nominations, 1 quit because of a 
better offer from private industry, 8 did 
not run because they were old, or sick or 
tired. The 8 who retired had served long 
and will draw substantial pensions. 

Four of the 5 who tried for Senate 
nominations got them, and the fifth— 
Representative A. S. Mike Monroney, of 
Oklahoma—is_ pitted against Senator 


Thomas in a runoff. Representative Helen 
Gahagan Douglas, Democrat, and Rich- 
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. . . new atmosphere for autumn campaigns 


ard M. Nixon, Republican, got the Sen- 
ate nominations in California and will 
fight it out in November. Representative 
Francis Case beat Senator Chan Gurney 
for theG.O.P. nomination in South Dakota. 
And Representative George A. Smathers 
took the Democratic nomination away 
from Senator Claude Pepper in Florida, 
where nomination means election. 

Representative John E. Miles, of New 
Mexico, got the Democratic nomination 
for Governor of his State. He has served 
two terms as Governor. Representative 
John C. Kunkel, Republican, failed to 
win the gubernatorial nomination in the 
bitter primary in Pennsylvania. 

The 3 Senators who were beaten for 
nomination went down in hard battles in 
which local issues decided. 
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In Florida, Senator Pepper was ac- 
cused of having taken a left-wing posi- 
tion on many issues. Most observers 
seemed to agree that the final result was 
achieved by use of the race issue. 

Senator Frank Graham led four oppo- 
nents in the initial primary in North 
Carolina. But he was defeated in the run- 
off by Willis Smith, a lawyer and _ busi- 
nessman. There, for the first time in many 
years, the race issue was raised in North 
Carolina against Senator Graham. He 
was accused of having appointed 
a Negro to West Point. 

The South Dakota race was 
fought out chiefly on local issues. 
Mr. Case had planned his cam- 
paign carefully and worked hard 
at it. Senator Gurney speni little 
time in South Dakota. 

Personalities and _ local 
dominated the campaign against 
Senator Thomas in Oklahoma. Mr. 
Monroney, young, popular, with a 
reputation as a liberal, outran him 
in the first primary. 

In none of the contests have 
politicians been able to find a 
trend. But President Truman and 
William M. Boyle, Jr., Chairman 
of the Democratic National Com- 
mittee, are taking little comfort 
from the Southern primary results. 

In South Carolina Senator 
Olin D. Johnston defeated Gov- 
ernor Strom Thurmond for the 
Democratic nomination, The con- 
test developed into an _ effort 
by each to show that he was less 
friendly to President Truman and 
the Negro than was the other. 
Governor Thurmond was. the 
presidential candidate of the States’ 
Rights Democrats in 1948, and Senator 
Johnston stayed inside the Democratic 
party. It was a hard, bitter campaign. 

The South Carolina campaign brought 
the veteran James F. Byrnes, former 
Secretary of State, back into public life 
with a nomination as Governor, sure of 
election. Many expect Mr. Byrnes to be- 
come the new leader of the States’ Rights 
Party. He does not like Mr. Truman, and 
the dislike is fairly mutual. 

But those seeking clues say that about 
the only thing shown by South Carolina, 
North Carolina and Florida results is that 
Southerners do not like Mr. Truman's 
civil-rights program. And politicians con- 
tinue to watch the Korean war and won- 
der what it means for their future. 


U. S. NEWS & WORLD REPORT 


issues 











mes 


Issue o 





ive 


nd 


ort 


he 
es 
tor 
tic 


ht 
eT 
ife 
of 
e- 
its 


nd 





FROM THE CAPITALS OF THE WORLD 


LONDON....PARIS....TOKYO....BELGRADE 








>> A quick look around a world wallowing in. war news shows this: 

More than 50 countries of the United Nations cheered from the side lines as 
the U.S. rushed to help Korea, set up a draft and prepared to spend more big 
sums for arms. Most of these countries are still on the side lines. They aren't 
mobilizing. They are doing little more than they did before the Korean attack. 
U.S., captain of the U.N. team, is not only doing most of the fighting in 
Korea, but also is doing most of the preparing for the world war that may grow 
out of the Russian-sponsored attack on Korea. Russia, looking around, could get 
the idea that collective security is not working out too well. 

Listening to Western European officials, this is what you hear.: 

In London: "We're all in this together. But we must not weaken our forces 
elsewhere for Korea. That would invite attacks on other fronts. We have been 
fighting Malayan Communists for two years and we have 16,000 British troops 
there. We cannot quit in Malaya for Korea. Mobilization? Well, perhaps if the 
situation gets really critical. It doesn't Seem necessary now." 

In Paris: "We're with you, of course. We have 140,000 troops fighting in 
Indo-China and our casualties in four years have been heavy. But we see no need 
for mobilization yet. Perhaps the U.S. needs the draft because you have no con- 
seription. But 1 out of 80 Frenchmen is under arms compared to 1 out of 107 
cf the U.S. population. We may spend a little more money, but we must watch for 
the main show. That will be in Europe, not in Asia." 

So go the arguments. But they are little immediate help to Western defense. 





>> It's not just what officials say in Europe. It's what people are thinking. 
Neutrality gets more popular as the danger of war comes closer. Look at 
the West Germans. Before Korea, public-opinion polls showed that 55 per cent of 
them expected world war in 10 years. Now it's 69 percent. A minority, 45 per 
cent, say they would support the U.S. and only 2 per cent favor Russia. But 
a majority, 51 per cent, now want to stay neutral in a third world war as com-= 
pared to 46 per cent favoring neutrality before Korea. That's the trend. 
Like peace, neutrality is popular. And Joseph Stalin, like Adolph Hitler, 


is playing on people's desire for peace while seeking the profits of war. 








>> Just before giving the green light to the North Korean Communists for a 
war, Stalin started the ball rolling for a "world peace appeal." 

In Stockholm, a Communist organization, Partisans of Peace, asked all "men 
and women of good will" to demand the prohibition of atomic weapons. Reason: 
U.S. still has a lot more atomic bombs than Russia has been able to produce. 

56 million Russians signed up for the appeal. That was easy for Moscow. 

(over) 
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WORLDGRAM-- (Continued) 


30 million Chinese signed up, too. That was easy for Peiping Communists, 
18 million Poles and 17 million East Germans also signed up obediently. 

In most free countries, the idea flcpped. West Germans scorned it. But, 
in France, Communists persuaded 10 million Frenchmen to sign on the dotted line. 
If Stalin is ready to fight a big war, he wants it fought only with the 
weapons in which he has superior numbers--tanks, planes, soldiers, not atom bombs. 

But, as long as little victories are won, he may be content with little wars. 














>> Calling the roll for the little war in Korea, this is what the U.S. gets: 
Australia has placed a large destroyer, a frigate, one squadron of fighter 
aircraft and one of heavy bombers under General MacArthur's orders. About 3,000 
Australian infantrymen waiting to go home from Japan will stay in the area, too. 
Great Britain has turned over its Pacific fleet to General MacArthur. These 
22 ships, including two carriers, three cruisers, seven destroyers and eight 
frigates, make a stronger fleet than the U.S. had in the Far East at the start. 
Canada is sending three destroyers. The Netherlands is sending one and has 
promised more when needed. What General MacArthur may want from the Dutch more 
than their warships are the 30,000 Dutch troops now waiting in New Guinea for 
transportation back home from Indonesian war. New Zealand offers warships, too. 
That's about all. Chiang Kai-shek's offer of troops from Formosa has been 
shelved; his soldiers, defeated on the mainland of China, aren't wanted in Korea. 
Norway offers shipping; Denmark, drugs; Thailand, rice; Chile, copper. Such 
things may be needed eventually. But the ground forces, the troops, antitank 
weapons and tanks needed to save South Korea must be supplied by the U.S. 











>> In terms of war in Korea, aid from the United Nations to the U.S. may not 
worry Stalin much. But the 50 nations that backed up U.S. action in Korea are 
in positions to make a better showing in other places where the U.S. is weak. 

For example, Marshal Tito's Yugoslavia is a thorn in Stalin's side, a rebel 
Communist country that supports neither U.S. nor Russia. Idea of a little war, 
Korea style, certainly has occurred to Stalin as a means of crushing Yugoslavia. 
Communist armies of Hungary, Rumania, Bulgaria and Albania, perhaps liberally 
salted with Russian officers in other uniforms, could be called to do the job. 

Trouble is that Yugoslavia, a member of the U.N. Security Council, would call 
for help in a hurry. U.S. has no forces in that area. But Greece and Turkey 
do. Their U.S.-trained and armed forces of 560,000 men could move quickly. 

So, little wars, outside Korea, are getting harder for Russia to find. 














>> Warmakers are not popular in the U.N. Club. Russia isn't popular. Only 
five of 59 U.N. members, including Russia, voted as Moscow ordered on Korea. 
Best guess, however, is that Russia won't resign, won't quit the U.N. 
Instead, Russia is likely to stay in the U.N., contributing only trouble. 
Russia, as Europeans see it, doesn't want to turn the U.N., by quitting, 
into an anti-Russian club. That is ex-President Hoover's proposal--throw the 
rascals out. There is a precedent. Russia was expelled from the old League of 
Nations in 1939 for attacking Finland. But Russia waited to be expelled. 
Russian delegates now aren't sitting in on the U.N. meetings. They say 
Russia won't participate until Communists get the seats held by China. But that 
is not likely to happen now that the U.N. blames Communists for little wars. 
If Russia makes a big war out of little ones, the U.N. may be useful. 
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Every time the milkman stops at your door he 
itemizes his delivery on a customer route sheet similar 
to the one shown above. 


At month’s end ... it used to be necessary for dairy 
billing departments to transcribe the information on 
route sheets to customer statements. But no longer! 


Today, dairies using the Recordak Photographic 
Billing System eliminate this costly duplication of the 
milkman’s record keeping. Their clerks simply total the 
route sheets... which are then microfilmed for the 
dairy’s record... and sent out as bills. 


Result: Bills are turned out much faster... with 
greater accuracy ...at a fraction of the former billing 
cost. Also, payments are received sooner...and 
customer good will is increased because day-by-day 
purchases are recalled more readily 


Regardless of your type of business—or its size 








His route sheets... become the bills 


(and accounts receivable costs are slashed) 


Illustrating just one of the ways Recordak microfilming is increasing 


efficiency in 65 different types of business... in thousands of concerns. 


Originator of modern microfilming—and its application to business systems 





—you should investigate Recordak microfilming soon. 
Remember, it’s being used today in 65 different types of 
business, thousands of concerns—to simplify accounting 
routines; to get greater protection; to cut filing space as 
much as 99%; to speed reference; to produce photo- 
graphically accurate and complete records... instan- 
taneously ... for a fraction of a cent apiece. 
7 7 7 

Write today for a free copy of “50 Billion 
Records Can’t Be Wrong,” which tells 
the whole story. Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 
350 Madison Ave., New York 17, N. Y. 

“Recordak” is a trade-mark 
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(Subsidiary of Eastman Kodak Company) 
























Improved Electrical Equipment like this from A-C Helps Bring Better Living to You... 


“SaaS 


PROSPER POWER! 


America’s strength, 


Quiet neighborhood in Florida 
stayed quiet when Allis-Chalmers 
voltage regulators were moved in. 
New design cuts noise and reduces 
power losses. It’s another A-C first! 


New condenser — one of four in 
Ohio power plant. Unusual oval 
shape saved space and building costs 
by making possible minimum height 
between turbine and basement floors, 





& 
New 2,000-ton press for auto 
maker has four Allis-Chalmers mo- 
tors driving hydraulic pumps. Split- 
second production schedules demand 
utmost motor reliability. 


- 


prosperity and good 
living have been paced 
by its rapidly expanding 
generation and utilization 
of electric power. 





WHO STOLE ITS | 
THUNDER ? 


N 1752 Ben Franklin brought electricity down 
to earth with a kite and key. Since then, in- 
dustry has taken over—harnessed it to man’s needs. 


Today electricity virtually runs the world! 

America’s giant electric power industry gener- 
ates 45% of the world’s man-made electrical energy 

. delivers 6 billion kilowatt-hours to home, fac- 
tory and farm every week! 

Throughout our nation’s electric power systems, 
Allis-Chalmers helps make possible our fabulous 
Electrical Age... 


Allis-Chalmers builds complete steam turbine- 


\* 


driven generating units and auxiliary equipment. 
Allis-Chalmers is the only company that makes 
all three types of hydraulic turbines. 
Allis-Chalmers switchgear, transformers, regu- 
lators and control help guide the flow of electricity 
from power-house to you. 
One of the Big 3 in electric power equipment, A-C 
also serves your good living with the world’s widest 
range of major industrial products. 


ALLIS-CHALMERS MANUFACTURING COMPANY 


1388 South 7Oth Street, Milwaukee 1, Wisconsin 


LLIS-CHALMERS 


One of the Big 3 in Electric Power Equipment— 


Biggest of All in Range of Industrial Products 
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U.S. Intelligence, Blamed for Surprise in Korean Conflict, 
Makes New Start on Preventing ‘Another Pearl Harbor’ 


> Roscoe H. Hillenkoetter is a close- 
mouthed, hard-working naval officer with 
a single, vital assignment—to prevent 
another Pearl Harbor. Rear Admiral Hil- 
lenkoetter, Director of the Central Intelli- 


gence Agency, has held this assignment- 


for three years. In that time, he has been 
building an organization intended to keep 
the U.S. intimately informed on the plans 
and capabilities of Russia and her satel- 
lites—the first defense against surprise 
attacks. 

Now, despite the Admiral’s diligence, 
something like a second Pearl Harbor has 
occurred. War in Korea caught the U.S. 
almost completely unprepared. Indig- 
nant critics are placing much of the 
blame on intelligence. When the shoot- 
ing is over in Korea there obviously will 
be a vigorous investigation. And, if U.S. 
forces should be pushed out of Korea, 
the inquiry would come soon and be 
doubly embittered. 

Meanwhile, many, in Congress and 
out, worried that World War III may 
have begun, are wondering about the 
possibility of more Pearl Harbors. On 
the face of the intelligence record in 
Korea, they are asking whether surprise 
attacks may not occur in a number of 
areas now threatened by Communists. 

In Korea. There is much general 
agreement that Admiral Hillenkoetter’s 
service fell down in Korea. True, the 
Admiral gave intimations that an attack 
was in the making, reported massing of 
troops and tanks on the 38th parallel. 
But there was no warning as to the time 
the invasion might come. And, when it 
came, important information was lacking. 

The number and quality of the North 
Korean tanks had been underestimated. 
Officials nurtured a belief that the Korean 
terrain was unsuitable for tank warfare. 
The skill, size and veteran make-up of 
the North Korean Army was unknown. 
And ability of the South Korean forces to 
repel invasion was rosily exaggerated. 

The idea that air power would be 
enough to settle a skirmish in Korea had 
to be abandoned. But air power still was 
necessary, and only limited numbers of 
the right kind of plane were available. 
Similarly, troops, tanks and other equip- 
ment in the vicinity were insufficient. 

In part, the situation apparently was 
due to top-level decisions of some time 
before. Korea had been virtually aban- 
doned. It was held that the peninsula 
would be very difficult to hold against a 
determined attack, that strategically, 
economically and politically it was not 
worth the great effort required. 
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ADMIRAL HILLENKOETTER 
. . . troop movements, but not time 








—Department of Defense 


GENERAL WILLOUGHBY 
. .. Indo-China, but not Korea 


What happened in Tokyo is illuminat- 
ing and brings another high officer into 
the situation. 
>» Maj. Gen. Charles A. Willoughby, 
58, is General Douglas MacArthur's top 
intelligence officer. The two have been as- 
sociated since pre-Bataan days. General 
Willoughby was born in Germany, brought 
to this country in his boyhood and be- 
came an American citizen at |S. He 
entered the Army through the reserve. 

In the occupation of Japan, he has had 
the job not only of overseeing military 
intelligence, but also of policing the 
Japanese people, reading their mail, 
turning out reports on Japanese public 
opinion and watching for signs of anti- 
U.S. activity. He is described as in- 
clined to strict observance of military 
etiquette. 

Most of Admiral Hillenkoetter’s Kore- 
an information came through General 
Willoughby’s office. For months the latter 
has held the opinion that Korea was un- 
important, that other places should be 
more closely watched. Just before the 
Korean attack, Secretary of Defense 
Louis A. Johnson and Chairman Omar 
N. Bradley of the Joint Chiefs of Staff 
were in Tokyo. Mr. Johnson says that 
Korea was not even mentioned as a 
danger spot. Emphasis was on Formosa 
and Indo-China. 

General Willoughby’s connection with 
Admiral Hillenkoetter’s reports points up 
the process by which CIA gathers nearly 
all its information, a process that may 
soon undergo some revision. 

CIA in action. The Admiral sits at 
the top of a far-flung but loosely knit 
organization. The Army, the Navy, the 
Air Force and the State Department 
each has its intelligence service. All re- 
port to CIA such information as may be 
obtained through open channels; that 
is, from Government reports, newspapers, 
observations of travelers and the like. 

All undercover work is reserved to 
CIA. It has agents all around the world. 
Its appropriations are kept secret but are 
estimated to run into the millions. Its 
expenditures are unaudited. The agent 
must be familiar with the country to 
which he is assigned. A “cover of secrecy” 
is provided for him. 

Critics say this “cover of secrecy” often 
consists of a post in an American em- 
bassy. The agents do little or no “spy 
work,” in the sense of stealing documents 
or vamping the foreign minister. Their 
effort is to make contact with friendly 
groups. Whenever possible they place 
undercover agents in the local Commu- 


U. S. NEWS & WORLD REPORT 





gist MO 
buy inf 
The 
ent of 
jer CO! 
grvices 
that it ; 
ir Fo 
gven S 
¢rengtl 
javal pt 
The 
is jeal 
have re 
system 
stances 
is less O 
js very 
Wher 
and the 
gether. 
meanin; 
tion, thi 
fant par 
mission, 
there wi 


mature : 





IN 


When 
lated an 
Air Forc 
gence s¢ 
tions tha 
opinions 
ter’s ass 
curity C 

The s 
whole 
quickly | 
brings a 
responsil 
group th 
balanced 
previous 
look at t 

Admi 
with clos 
a grim | 
man, wl 
part has 
hore as; 
Pearl H: 
had a dis 
A par 


JULY 21 















nat- 
into 





WULY 21, 


,jst movement. They do not hesitate to 
buy information. 

The agents produce perhaps 10 per 
ent of CIA’s information. The remain- 

er comes from the other intelligence 
evices, Which sometimes has meant 
jat it arrived in a biased form. That is, 

ir Force Intelligence estimates of a 
jven situation emphasize a need for air 

gength, Navy Intelligence a need for 

javal power and Army a need for troops. 

The svstem has had its conflicts and 
is jealousies. The intelligence services 
ive resisted the unification that the 
ystem implies. There have been in- 
dances of holding out information. There 
sless of this, now. Admiral Hillenkoetter 
svery stern about such things. 

When all reports are in, the Admiral 
nd the top men of CIA put them to- 
ther. Then they attempt to assess their 
neaning. Next to getting the informa- 
tion, this is considered the most impor- 
ant part of the system. The Hoover Com- 
nission, after a study of the situation, said 
there was an “imperative” need “for more 
mature and experienced evaluation.” 


When a report is finished, it is circu- 
lated among the heads of Army, Navy, 
Air Force and State Department intelli- 
gence services. If there are interpreta- 
tions that cannot be reconciled, dissenting 
opinions as well as Admiral Hillenkoet- 
te’s assessment go to the National Se- 
curity Council and the President. 

The system is so arranged that the 
whole group can be called together 
quickly to discuss urgent questions. This 
brings around one table the men most 
responsible for U.S. intelligence. As a 
group they have been criticized as over- 
balanced by high brass that has had little 
previous experience in intelligence. To 
lok at the men: 

Admiral Hillenkoetter, 53, is tall, 
with close-cropped black hair and usually 
4 grim expression. He is an Annapolis 
man, whose naval career for the most 
part has been filled with routine sea and 
hore assignments. He was wounded 
Fearl Harbor, recovered and thereafter 
tad a distinguished World War II career. 
A part of this consisted in setting up 


1950 











a wartime intelligence system in the Pa- 
cific as a staff officer of Fleet Admiral 
Chester W. Nimitz. He also learned of 
intelligence in three stretches as naval 
attaché at the U.S. Embassy in France. 
One of these tours was in Vichy. Ad- 
miral Hillenkoetter worked closely with 
resistance groups and gathered much 
valuable information which was sent on 
to Washington. Admiral William D. 
Leahy, later chief of Staff to the Presi- 
dent, was Ambassador at Vichy. It was 
on his recommendation that Admiral 
Hillenkoetter was made Director of CIA. 
> Maj. Gen. Alexander R. Bolling, 54, 
is about to become head of Army Intelli- 
gence. He is a distinguished combat of- 
ficer who has been learning about in- 
telligence for the last three years as 
deputy chief of that section of the Army. 
> Rear Admiral Felix Johnson, 53, has 
been Director of Naval Intelligence for 
nearly a year. His previous record is 
studded with command assignments, but 
with little or no intelligence work. 

>» Maj. Gen. Charles P. Cabell, 46, did 


intelligence work during the war and at- 
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INTELLIGENCE CHIEFS BOLLING, CABELL, JOHNSON AND ARMSTRONG 
Each agency tends to reflect its own point of view 


tended both the Yalta and Potsdam con- 
ferences. He has been in charge of Air 
Force Intelligence since 1947. 

> W. Park Armstrong, Jr., 43, handles 
State Department intelligence. He is a 
businessman who joined Army Intelli- 
gence in 1943, concentrating on Japanese 
economic information. He has held his 
present job since 1946. 

The future. These are the men who, 
gathering information, have been called 
the nation’s “new first line of defense.” 
Since the Korean episode, new instruc- 
tions have been sent to their agents, em- 
phasizing the type of information needed, 
trying to tighten up the whole system. 

In the end, the blame for the Korean 
surprise probably will be spread to in- 
clude not only CIA but officials higher 
up who made over-all decisions affecting 
the situation and, perhaps, disregarded 
such warnings as CIA gave. 

But, as things stand and unless some- 
thing is done quickly, those close to the 
situation see little assurance that a third 
Pearl Harbor may not occur at any time. 
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More Rugged, More Efficient 
TO SAVE YOU MORE MONEY! 


Now new “101” Tr Transporter is even more 
efficient than the famous service-tested electric 
truck that’s saving industry millions of dollars. 

Its all-new features mean for you, better per- 
formance, less maintenance, lower operating 
costs ... extra savings in smooth, trouble-free 
handling. 

In ability to lift, move and deposit up to 
6,000 pound loads, “101’’ Transporter con- 
serves energy, banishes back-breaking fatigue, 
is truly a worker’s “dream come true”... an 
for ‘management, cuts handling costs 50% to 

75% 








Send coupon for complete description and 
free Booklet: “How To Make Your Material 
Handling PAY DIVIDENDS.” 

















Surely you do not want to miss even one 
copy of this up-to-the-minute-news maga- 
zine. Help us to keep you well-informed 
about the fast-moving news‘events of the 
world by sending us your change of ad- 
dress at least two weeks prior to the time 
the change is to become effective. And 
please send your old address as well as 
the new address to which this useful news 
magazine should be sent. Help us to serve 


you promptly. 
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THE BEST WAY TO FIGHT TANKS 


AN INTERVIEW WITH GEN. JACOB L. DEVERS (RETIRED) 


Former Chief, Army Field Forces—America’s Leading Authority on Tanks 





EDITOR'S NOTE: Why have American forces 
been pushed back so consistently in Korea? 

Does the answer rest with- the soldiers, with 
the quality of their leadership, their guns or am- 
munition, their airplanes, tanks or other equip- 
ment? 

To discuss these questions, Gen. Jacob L. Dev- 
ers, accredited one of the nation’s ablest field 
tacticians as well as a specialist in tank warfare, 
was invited for a second time to the conference 
rooms of U.S. News & World Report. 

A previous interview with him, stressing the 
need for air support for ground forces, was pub- 


lished Sept. 9, 1949. 








GEN. JACOB L. DEVERS, West Point ’05, started 
with the Field Artillery and practically created 
the Armored Force. 

Before World War II his assignments were 
mostly as teacher in gunnery schools and as ath- 
letic director at West Point. He was made Chief 
of the nearly new Armored Force in 1941, later 
commander of U.S. forces in Europe, command- 
er in North Africa, Deputy Supreme Allied Com- 
mander in the Mediterranean. 

General Devers headed the Sixth Army Group 
in the invasion of Europe, and later became Chief 
of the Army Field Forces. 

He retired last year at the age of 62. 








Q Hasn't this Korean affair brought the question 
of air support for ground troops to the fore? Can you 
tell us, General Devers, what it is that we have failed 
to provide in the way of air support or tanks for 
ground troops so far? 

A I don’t want to go into past history—I want 
to help this job, and whatever has happened in the 
past, as far as I am concerned, is a dead duck. Let’s 
get the job done. 

In the first place, as you know, I’ve always worried 
about jets—putting all the eggs in one basket. We 
needed the speed of the jets to keep the enemy planes 
away from us, which apparently they’ve done. 

But they cannot get down low and give us the close 
support needed for ground troops. I’ve always had 
the reservation that you can’t get one plane to do two 
things. 

Q What are the two things? 

A Well, provide air support for ground troops is 
one. To fight another airplane is the other. That’s a 
totally different job than coming over, being able to 
slow up, look down and see what you want and then 
go at it. 

Q Then what do you have to have to get air sup- 
port for ground troops? 

A You have to go back to your F-51s and other 
planes of that type. And the Navy has a lot of good 
planes too that they use off their carriers which will 
do the job. 

Q It’s low-level rather than high-level bombing, 
then? 

A It’s strafing. That’s what the Russians do all the 
time—their whole air force is built on it. 

That goes back to the fundamental problem of 


what is the most important thing in national security. 
And I’ve always said it’s the infantry soldier—he’s the 
guy who’s the whole show. 

All the other things are necessary, too. The Navy 
is necessary—but how much of it? The Strategic Air 
Force is necessary—but how much of it? I don’t ob- 
ject to any of them, but I don’t want to put all our 
eggs in one basket. They went too far maybe on the 
strategic air—I don’t know. 

It took a lot of money to keep 4ll this going. I may 
be wrong—I thought that 13 billion dollars a year 
ought to be enough to do this job if we spent it right. 
But maybe this money has gotten out of hand. 

Q Haven't we spent 50 or 60 billion dollars since 
the last war for defense, and now the North Koreans 
march right over us? Where has the money gone? 

A All I know is the money I could influence I in- 
fluenced toward what I thought was necessary, and 
one of the big things was antiaircraft. 

Q What about this mystery weapon that was going 
to destroy a tank? 

A I don’t know where it is. I’m all for such things. 
But you’ve got to test them. As to the job of stopping 
tanks, I know the mistakes we’ve made and I think I 
know why we haven’t got the tanks we ought to have. 

We knew that the Russians had all these tanks in 
Northern Korea. We knew they couldn’t be stopped 
with any infantry. I would say you have to have 
something to stop tanks. You can’t stop the Russian 
tank from in front—it has 11 inches of armor on it. 

We’ve been working for five solid years to get 
antiaircraft and to get tanks and to get something to 
stop tanks. 

As to the airborne-division idea, our whole concept 
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gound here of moving airborne divisions and drop- 
ping them in and doing a job isn’t worth a damn if we 
don’t get something to send in with them that can 
stop a tank. If I were fighting against the airborne 
division, I could lick every one of them with tanks 
wherever the airborne troops drop. There are a lot of 
fs to it, but that’s the whole secret. And everybody 
knows it—that an infantryman can’t stand up against 
tanks if he hasn’t got something in his hands to shoot 
with. 

The bazooka won’t do it. Why? In the first place, 
we haven’t got a big enough bazooka. The small 
bazooka we have is a howitzer—you have to get with- 
in 300 yards. Who is going within 300 yards with 
machine guns spraying out of a tank? I’ve been in 
tanks, I’ve seen them fight, I’ve been at the front, 
and I know you dive for the ditches when some- 
thing comes at you with that machine gun. By the 
time you get your head up, the tank is on you. You 
say you are going to dig a trench, you’re going to 
throw a “Molotov cocktail’ inside, you are going to 
get up your bazooka, and you have to aim the thing 
and it doesn’t shoot with high velocity, and the 
chances are you’ll miss the target. 

What we were after was a gun that would pierce 11 
inches of armor at 2,000 yards. That’s the’specification 
I laid down to my people four years ago. I said I will 
take 50 per cent of it, 20 per cent of it, anything you 
can give me, but get me a gun so I can shoot at these 
tanks and knock them out. That was our objective. 


What to Expect of Heavy Tanks 


If I’m going to attack a tank I’ll get it in the side— 
it’s vulnerable in the side and in the back. You can’t 
have 11 inches of armor all around—you couldn’t 
move it—the tonnage would be so great. On the other 
hand, a heavy tank with a big gun does a good 
job, but it also breaks down mechanically. The roads 
won’t handle them and they’ve got to stick to the 
roads. So you can bottleneck them. They say you can 
go across the country with them. Where? Maybe in 
our country on the plains you can go across country 
and then we hit a gulch or some water, and we have 
a devil of a time. So we go back to the road and we 
cross the road, or we build a road. These are the prac- 
tical sides of this thing. 

Now as to the big bazooka: Doc Vannevar Bush, 
my good friend, whom I admire greatly, put in his 
book one little paragraph on tanks. Boy, he missed 
the ball! The rest of his book is 100 per cent for me. 
But that one he missed, because we haven’t got that 
tank-busting bazooka in production. 

Q What else was in that paragraph? 
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A He said the tank was going to be obsolete on the 
battlefield. The tank will never be obsolete on the 
battlefield—it may go down, but it will never be ob- 
solete in all types of war. And now we have one type 
of war in which it will never be obsolete. We will im- 
prove the gun, we will improve our armor, we will im- 
prove our protection. All that a tank is, really, is put- 
ting protection around a man and sending him down 
a road with cover. 

Q Why haven't we ever developed a good tank? 

A We’ve been working on it—we have a good 
tank—we did the job in World War II with our 
tank. 

Q Which tank was that? 

A The M-4 did a good job—first with the 75 
then with the 76-millimeter gun. And we are always 
working to get a better gun in it. General Patton 
couldn’t have gone anywhere against the Russian 
tanks of today. We had to balance two requirements. 
The first thing in a tank design is a gun; the second 
thing in tank design is mobility—we said 35 miles an 
hour across country. That doesn’t mean all the time, 
that means be able to go 35 miles in a spurt once in a 
while—to go forward and backward. We had to get 
horsepower to do that. Then we put the armor on it 
so we didn’t lose the mobility. 

(Continued on page 30) 
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The first thing you come up with is the biggest 
gun you can get. Then you have to build a projectile 
for it that will go through armor, because the pro- 
jectile you fire at personnel isn’t any good against 
armor, and the projectile you fire at armor isn’t 
worth a damn against personnel—so you’ve got to 
have the right ammunition. That isn’t a simple thing. 

Q You operated tank divisions in World War II, 
didn’t you? 

A Yes, sir. 


Experience in World War Il 


Q What was the biggest engagement in which you 
operated tanks over there? 

A Well, the biggest engagement in which we oper- 
ated tanks was when we came up through Southern 
France—I had command of the tanks there and we 
had tank divisions there just like the Twelfth Arm- 
ored Group that General Bradley had. I had the 
Sixth Army Group. I had four divisions of tanks from 
the French Army and we ourselves always had four. 

Q Now, with all the tank development, what is it 
that you would say would surely stop a tank? 

A Another tank. 

Q That's basically what we need? 

A That’s what I think. 

Q Have we got such tanks in “moth balls’? 

A No, we haven’t. We’ve got some that we think 
are along the right line. We took what we had right 
after the war with the money we had and tried to 
renovate our tanks. We had a renovation program 
going on for four years. 

Q Have we been progressing with that in any 
large-scale renovation, or is it still more or less 
experimental? 

A It was an interim program to try to get ahead 
of this game. At the same time we sat’ up a tank 
program which is the finest ever set up, and the Field 
Force did it under my command. I went out to De- 
troit and wound it all up and presented it. 

Q When was this? 

A It was a year ago—the early part of 1949 or end 
of 1948. We even found the money needed. We 
brought together all the experts and we came up with 
what we call a light tank. It weighs 25 tons, it has a 
76-millimeter gun on it and it’s a dandy. It was be- 
yond the blueprint stage and ready to go into pro- 
duction. But whatever decisions were made were 
based on a prevalent view that the tank was obso- 
lescent. That slowed up the program. 

Q That 25-ton tank is a good deal heavier than 
what we had in the war, isn’t 1t? 

A Well, they ran 20 tons. Twenty-five tons is a good 
light tank with the power we have now. We got all the 
component parts together and we put them in the 
light tank. We put a good gun on it. 

Q But they didn’t do anything with that plan? 

A Well, they started it—I wouldn’t like to say 
how far they’ve gone. I’ll give you my opinion on it. 

In the first place, to get the raw materials to 
build these tanks you’ve got a problem for industry— 


of training. We wanted them to turn out a pilot line. 
and the minimum number you can turn out on a 
pilot line and justify economically in peacetime js 
25 tanks a month. Now that’s a small number when 
the Russians are building, say, 1,000 a month as a 
reasonable comparison. 

Q They are building 1,000 a month? 

A That’s what I understand—they’ve been build. 
ing them right along. 

Now, we got the money and got started on the 
light tanks, and we were going to give that contract 
to one of the big motor corporations out there. They 
were going to put in their personnel and would have 
the skills in their own group so that if we went to 
war they could step up output to 1,000 a month. 

Some of the components in the light tank will fit 
right into the medium tank, so we don’t have that 
problem to do over again. But we still had a gun to 
build and we had some other things to work out, and 
if we had the money we could have paralleled them 
and built both models. 

Getting from the technical to the over-all picture, 
what happened was we went along with the tank pro- 
gram on a rather small unit basis, a pioneering basis. 
We didn’t go into tank production as such. And now 
we are faced with the fact that if there is a war in 
Europe we haven’t got the tanks to do the job. 

Q And doesn’t Korea show that, unless you've got 
tanks to hit tanks, you don’t get anywhere? 

A Yes—unless the Air Force gets there with their 
rockets. But they say these are bouncing off. Dr. 
Bush’s whole concept was based on that—That 
planes were going to come in and with these rockets 
they were going to knock tanks out. 


A 35-Ton Tank for U. S.? 


Q Isn’t there a heavy tank being developed, too? 

A If we can get certain parts of the tank and put 
them in with the medium tank and get the gun which 
I think they have that will do the job with the projec- 
tile to go with it, we can build such a heavy tank and 
get the characteristics in it for about 35 tons. It will 
do the job—if we have to go to a heavy tank. But the 
heavy tank is a weapon to be used just in the way the 
North Koreans are using it now. 

I think we would defeat these heavy tanks if we 
were really fighting a real tank battle. 

I think we are going to have to do something 
about this bigger gun in the Russian tanks. If we are 
going to let the Communists come in on us that way, 
we’ve got to stop them and we ought to be able to do 
it with rockets. We ought to be able to do it with air, 
we ought to be able to get their air out. 

Q Our recollection is that we have enough tactical 
aviation for only one division—is that right? 

A That’s right. I feel that the tactical side of this 
picture has been neglected. 

Q You kept on telling your superiors that for the 
last three years, didn’t you? 

A Yes, I’ve been talking it a long time and I felt 
that they were doing something about it, but ap- 
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parently they made a promise a year ago that they 
would do something immediately, and I don’t think 
they did one thing. 

Q Why is that? Is it because there is not enough 
public opinion back of it, perhaps? Or is it because 
they don’t have the head of the Field Forces pound- 
ing the table at the Chiefs of Staff meetings? 

A No, I don’t think that’s the cause of it. I think the 
Field Forces have had a say in this thing. Just what 
happens in a Joint Chiefs of Staff meeting I don’t 
know. I’ve never been in one. 

Q Isn't part of the trouble that the armed services 
try to appease each other? 

A I'm afraid that that’s the trouble. It’s the deci- 
sions that are made way back that cause trouble 
today. 

Tactical Setup of Marines 


Q What kind of tanks have the Marines? 

A They’ve got the same tank the Army has. 

Q They’ve got tactical aviation then, haven't they? 

A Yes, and they are pretty well trained. 

Q Shouldn't we have a large mobile force? Shouldn't 
the Field Forces be organized with their own artil- 
lery, their own tactical aviation and their own tanks 
and their own equipment, so that we can go any- 
where in the world with several divisions and take 
up our responsibilities? 

A That’s an ideal setup and it would work because 
the esprit de corps you build up with such an organi- 
zation is fine. 

Q Why don’t we do it? 

A Well, the first reason we don’t do it is the cost. 
The second reason is when we go to war we have to 
expand so rapidly that we have to keep a broad 
base for the purpose of expanding. Now, the Marines 
are a special force made up of selected men, and 
they are small in number. If they ever get big, they 
are sunk. The whole secret of their success is that 
they are small and specialized. But in peacetime the 
big problem I had and the thing that always worried 
me and still worries me is that we aren’t going to 
attack—the other fellow has to jump us first. 

But we’ve got to expand enough to do the job, and 
you’ve got to have a big long base, with many tenta- 
cles, to jump from. If we fixed up a specialized divi- 
sion like that, all our skills would be in one division. 
We've got to spread them, and we try to do it through 
the National Guard. We've done a swell job in the 
Guard. It will be good this time, I’m sure, because it 
is well-officered. They are not political officers as they 
have been in the past. They’ve been working hard at 
their job, and I feel the Reserves we know about have 
had experience and are young enough at this moment 
and they will help us an awful lot in our expansion. 

Q Have we got to adopt a long-range policy of con- 
scription? 

A I feel we have to have a long-range policy and 
conscription has got to be the basis. 

Q How many divisions do we need on a peacetime 
basis if we are going to police the world? 


A The whole thing is based on the number of divi- 
sions within the cost. We have the plant to make the 
equipment. The cost is terrific because our personnel 
salaries are high compared to other armies and other 
places. 

Q We have too much overhead, then? 

A Well, we have to have some overhead to be 
ready for expansion. You’ve got to have a corps of 
officers and men. 

Q We seem to have so much back of each division 
—don't we have 10 divisions out of really 900,000 
men? 

A Well, you’ve got your Ordnance, you’ve got 
your Chemical Corps, you’ve got your Engineers, 
you’ve got your Signal Corps, you’ve got your 
Quartermaster Corps, and then you’ve got pretty 
nearly as many civilians backing them up. I think 
we've got 300,000 civilians and it mounts up to 600,000 
soldiers. 

Q If you spread out the number of divisions you 
wouldn't need as much overhead? 

A It would save on overhead. 

Q Would you say how many divisions would be 
necessary? 

A Well, I tell you—you have to have a lot of 
equipment and your equipment gets obsolete very 
rapidly. You have all this and store it and that costs 
money—keeping it in shape so it’s ready to go. I 
couldn’t answer how many divisions would be needed 
because right now we need all the divisions we can get. 

Q If we go to all-out war everybody will be needed? 

A I think they will. 

Q You are assuming we will use our allies? 

A I’m assuming we will use everybody. 


We'll Need Everything 


Q Wouldn't the Russians roll over Europe so fast 
we couldn't get at them? 

A I’m not so sure they could. I think when we 
go to war we might as well quit thinking about the 
moral side of this and use every damn thing we have. 

Q Including the atom bomb? 

A I'd use everything. I wouldn’t hesitate one 
minute—I’m pretty religious, too, in my thoughts 
and in my background. But I’ve been in war—I’ve 
seen people killed and I’ve been in the front—that 
little thin red line I talk about which is just about 3 
miles deep. It’s a tough spot. I’m not worried about 
the fellows back on carriers or back in the airfields or 
back where I was, in the headquarters. I had to go up 
to the front once in a while, but that was easy, because 
if I didn’t like it I could get out—but the poor guy 
up there had to stay. 

That’s the fellow we ought to be thinking about— 
there’s where your courage comes. That’s where you 
need good sense. One intelligent man if he has six or 
seven buttons in a plane can control his movements. 
But up there in an open field where one moron makes 
a mistake it costs a lot of lives—often. And we had 
better be thinking about it. 

(Continued on page 32) 
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We need a lot of other things—we’ve got to get 
the air out, we’ve got to use everything we have. 

Q Do you think we could use the atom bomb 
in ground warfare? 

A We can use the principle behind it in ground 
warfare, eventually. I’m sure it can be done if the 
materials are available. 

Q Why don’t the Russians move into Korea and 
finish the job? 

A I think they are afraid of the atom bomb. 

Q You mean otherwise they would be moving 
right now? 

A I think so. I think otherwise they wouldn’t be 
so careful not to have some Russians in there. 

Q In our broad policies we’ve been working from 
the air down instead of the ground up, haven't we? 

A They put me in charge of the Field Forces 
when the war with Japan was over. I’m an artillery 
man by background, so they can’t accuse me of 
bias. I thought after the first World War the artil- 
lery had won the war. I think you go through 
phases like that. But I took the infantry soldier, 
and the first thing we had to do was raise his dig- 
nity—build him up. Now we did that through 
our Research and Development Unit—that was 
what it really was. 

Today we’ve raised the dignity of the infantry 
soldier. He isn’t a moron. Don’t make him plow 
through the mud. We’ve got transportation for 
him. If he’s got to plow through the mud, he’ll 
plow through the mud. But why train him to walk 
27 miles a day? If he’s got to walk 27 miles a day 
he’ll walk it—when the emergency comes. But 
don’t make him go out there and do it and do it, 
which was the training philosophy I had to fight all 
the time I was in this last war. I said, “I can walk 
27 miles for three straight days, but after that 
you’d better rest me, but Ill sure get there.” I 
don’t need all that training—lI’ve just got to be in 
good physical condition. Now tell me one case 
where I have to go more than three days under 
those conditions—they don’t exist. At least I didn’t 
run into them. 


The Infantry’s Burdens 


I want to teach the infantry soldier to fight and 
win a battle for his life. But what do we do? We 
load him down—he’s got straps here, straps there— 
he even has an extra pair of shoes so if it rains he 
doesn’t get trench foot. That’s all a lot of bunk. 
I want to take it all off him when I send him up 
to that thin red line at the front. 

Did you ever follow a division to the front? 
Well, what happens? First the shoes get thrown off 
and the things disappear gradually. The smart 
commander picks that stuff up, sorts it out. The 
next morning he has it for his company. If you are 
going to run a 100-yard dash you don’t put all the 
stuff on you to make you lose, do you? 

Send the soldier up there with a rifle and bullets 
and impress him with the fact that he’s got to get 


up there and fight intelligently, and then keep him 
fed as best you can. 

In the last war the aviator got the incentive, he 
got all the medals—he flew 25 missions and got a 
reward. The Navy came along and equalled the 
fliers with decoration. But what about the foot 
soldier who doesn’t have comfortable accommoda- 
tions in an airfield or on a ship most of the time? 
How does the infantryman live in the ice and cold 
and snow of winter? 

I used to go up to the front lines and try to stay 
around—the men sit around a little fire, talking. 
They’re grand boys and all they want is to see you 
once in a while, and if you give them a job to do 
they will do it. But every damn one gets as scared 
as I was. You’ve got to go in there and say, “We've 
got a job to do. Now let’s do it. Here’s the way we 
are going to do it—go to it.” 

Q The eye ought to be on the ground guy, you 
believe, then? 

A It ought to be right there. 


Praise for U.S. Command in Korea 


Q How many men do you think we will need in 
Korea before we are through? 

A About 100,000 men. 

I’m very much pleased with the command in 
this Korea business. Of course, they got in late, 
but John Church is a boy who came up the hard 
way. He came with the 45th Division from Okla- 
homa, was in the Anzio beachhead with us, got his 
promotions because of his work there commanding 
an infantry division. He came back to the States 
and then he came into my staff. He’s got his feet on 
the ground. Bill Dean is as fine a field soldier as 
I know. Everybody in his division, the 44th, knew 
Dean. As for General Walker, he was ‘commander 
of a corps in General Patton’s army, and is well 
equipped for the job. So we’ve got grand people. 

I think MacArthur is one of the greatest. I 
would be worrying about the tank situation, be- 
cause MacArthur didn’t fool much with tanks in 
the Pacific. But the fellows on his staff are out- 
standing in this. 

Allman is as fine a commander as I know—he’s 
chief of staff on the infantry side and knows the 
tank game. Doyle Hickey, who is the deputy to 
Allman, fought all through the war with the 
Third Armored Division and was on my stafi 
and he knows the research and development side. 
He knows what we’ve been trying to do with tanks 
and where tanks are and what the problem is, and 
I’d bet on Doyle Hickey and his judgment any 
time, any place. 

I think that having Collins, Vandenberg and 
Radford go out there was a good idea—get on the 
spot, hear what those fellows are saying. Those in 
the top command, you'll find, will get together and 
whatever is necessary will be done. 

Q We won't get pushed off the beachhead? 

A I don’t believe so. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Special Report 





Cutbacks in output of houses, 
gutomobiles, other heavy goods 
for civilians are ahead. More 
people even than last year want 
to buy them, but military needs 
come first. 

War, if limited to Korea, will 
cause only a mild squeeze, large- 
ly in things made of steel. Cus- 
tomers for these may have to get 
on waiting lists. 

Food, most other day-to-day 
necessities should be plentiful. 


Military demand for goods, start- 
ing to rise, is to be piled on top of the 
biggest consumer demand ever. 

Consumer demand, measured by 
oficial sampling surveys just made 
public, already had reached record 
levels before the Korean war started. 
Now, that demand has been aggra- 
vated by war needs and by a wave of 
scare buying on the part of civilians. 

With all this pressure on supply, there 
probably will not be enough to go around. 
Military needs will get first call. 

Cutbacks in production of some ci- 
vilian goods, therefore, appear probable. 
These cutbacks, if war is confined to 
Korea, probably are several months 
away. They are not likely to be drastic, 
and probably will affect only a few items, 
mainly steel and steel products. 

Military buying can be expected to 
start pinching civilian supplies of such 
goods—houses, automobiles, refrigerators, 
other household appliances—late this year 
or early in 1951. 

Controls, with limited war, are likely 
to be voluntary, not compulsory. Con- 
gress is not ready to vote mandatory 
regulation of supplies. Customers prob- 
ably will find that they must get on 
dealers’ or manufacturers’ waiting lists 
for goods in short supply. They may not 
always be able to get exactly what they 
want, even by waiting. 

Food, clothing and other day-to-day 
necessities are abundant. No early cut- 
backs are to be expected in production 
of these goods. 

Civilians, in other words, are likely to 
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irst of all, railroads stand 
ready at any time to move anything 
movable, for anybody, anywhere— 
and to do it at charges which aver- 
age less than those of any other form 
of transportation. They do not pick 
and choose the kinds of freight they 
are willing to carry. 

The railroads perform this trans- 
portation on roadways which they 
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themselves have provided and main- 
tain with their own money. And on 
those ways, as well as on their cars 
and locomotives, the railroads pay 
taxes—taxes which help support your 
schools, courts, highways and other 
government services. 

But perhaps the most uncommon 
thing about railroad transportation 
is that it offers an immediately prac- 
tical way to reduce congestion on 
our overloaded highways—for the 
more freight that is shipped by rail, 
the safer and the more economical to 


maintain will our highways be. 
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i listen to THE RAILROAD HOUR every Monday evening on NBC 
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be able to get most of the things they 
need. There is to be a squeeze in a few 
lines, but no cutoff of supplies is in sight, 

All this assumes a gradual rise in milj- 
tary spending, including foreig: n military 
aid, to about 18.6 billion dollars a year, 
or an increase of 4 billion dollars over 

earlier plans. It also assumes that milj- 
tary services will take no more than 13 
per cent of total industrial production at 
the peak of the Korean war. If U.S. gets 
into a full-scale war, military will take 
at least 60 per cent. Drastic controls then 
will be slapped on. Production of some 
goods will be stopped short. 

But, as things stand now, industry will 
be free to produce all the civilian goods 
for which materials can be had. 

Civilian demand for heavy goods is 
pointed up by the latest annua! survey 
of consumer finances, made by the Sur- 
vey Research Center of the University of 
Michigan for the Federal Reserve Board. 
Poll takers talked to consumers early this 
year, before the current fright buying 
broke out. That timing must be kept in 
mind in assessing the results. As shown 
by the chart on page 33. 

New houses, at the time the poll was 
taken, were on the 1950 buying lists of 
1.9 million U.S. families, or “spending 
units.” At least that many more were 
found to be in the market for new houses 
in 1951. 

That is far more houses than will be 
built. If experience of past years holds, a 
good many of the early-1950 prospects 
for houses will have to change their plans 
before the year is over. In 1949, a total 
of 1.3 million said they expected to buy 
new houses, but fewer than half of that 
number bought. 

In 1950, builders are likely to turn out 
1.3 to 1.5 million houses. Next year, with 
a shortage of steel and other materials 
bearing down, not more than 1 million 
new houses are to be expected. 

On heavy civilian items other than 
houses, actual buying usually exceeds 
buying plans in prosperous years, That 
can be expected to happen in 1950, un- 
less shortages or controls get in the way. 

New cars showed up in the buying 
plans of 4.5 million families for 1950, 
but actual buying is likely to exceed that 
figure, as indicated by sales figures for 
the year to date. In 1949, according to 
the survey data, 4.3 million reported 
plans to buy, and 4.5 million bought. 
These figures include only those cars 
that are bought for personal use. Govern- 
ment and business cars are excluded. 

Total automobile production this year, 
unless cut back to make room for war or- 
ders, probably will exceed 7 million. 
That should be enough to go around. 
However, beginning in late 1950 or early 
1951, output is likely to be pinched. 
Even with limited war, the supply of new 
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ys in 1951 may be no greater than 5 
sillion. 

Furniture demand is heavy. Five mil- 
‘on families are shown by the survey to 
wwe furniture on their shopping lists 
or 1950. Actual buying is likely to ex- 
ved that figure. In 1949, only 4.2 million 
Janned to buy, but 7.3 million bought. 
On the same ratio, nearly 9 million fami- 
ies will be in the market in 1950. De- 
nand at that level may push prices up, 
but no severe shortage is likely. 

Radios are the only item on the survey 
ist that shows a smaller demand in early 
1950 than in early 1949. This year, only 
1] million families were shown to be 
slanning to buy. Last year, 1.9 million 
slanned to buy, but 4 million actually 
bought. Buying in 1950 is expected to be 
far above the survey findings. 

Television sets show the greatest 
boom of all. At the beginning of 1950, 
about 3.4 million families intended to 
buy sets during the year. Actually, closer 
07 million are likely to be in the market 
before the vear is over. If so, the supply 
may be tight. Production, without any 
cutback by reason of war, is not expected 
to exceed that figure. In 1949, only 1.4 
million expected to buy, but more than 
twice that many bought. However, a cut 
in output may be forced by war in Korea. 

Refrigerators, with any cutback in 
production, will become a problem item. 
Ordinary demand, as shown by the sur- 
vey, is heavy. Scare buying is making a 
lent in supplies. Output, even with 
limited war in Korea, is likely to be re- 
duced moderately later this year or early 
next. Consumers may have trouble find- 
ing exactly the models they want. 

Poll takers found that 3.1 million fami- 
lies, as of early 1950, expected to buy 
new refrigerators this year. Actual de- 
mand may exceed production. In 1949, 
nly 2.9 million expected to buy at the 
start of the year, but 6.8 million bought. 

Washing machines should be in 
ample supply, unless scare buying brings 
a lot of additional people into the 1950 
market. The industry probably will be 
able to absorb a moderate amount of 
fright buying and a small cutback in pro- 
duction, and still keep demands fairly 
well supplied. In 1949, 1.4 million ex- 
pected to buy, and 2.7 million bought. 
This year, 1.6 million were reported to 
be in the market. The same ratio as in 
1949 would mean about 3 million actual 
buyers in 1950. 

All along the line, civilian demand 
lor high-priced durable goods is im- 
mense. At least a mild squeeze is coming. 
_ Steel, more and more, will become a 
vottleneck. The industry already is strained 
0 fill civilian demand. War, even a little 
war, will cut into the civilian share of 
utput. That’s why consumer durables 
probably will have to be cut back. 
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"/t's easier with HYATTS” 





The separable parts of Hyatt Hy-Load 


Roller Bearings are interchangeable. 


You can mount one part on one sub-assembly 
and the rest of the bearing on another. When 
brought together for final assembly—it’s easier with 
Hyatts. No selective fitting, no matching or adjusting 


to slow the operation. 





And for many other sound reasons Hyatt Roller 
Bearings can probably increase the efficiency of 
your machine and equipment operations. Glad 
to show you how. Hyatt Bearings Division, Gen- 


eral Motors Corporation, Harrison, N. J. 
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ENOUGH MEN UNLESS FIGHT WIDENS 


Labor Controls Unlikely for Korean Campaign 


Man-power supply, barring all- 
out war, is big enough to meet 
immediate needs. If war spreads, 
this supply will fade quickly. 

Industry and military have a 
reserve pool of 8 million to draw 
on at a time when 61.5 million 
civilians are working 

Unemployed offer a reservoir 
of 3.4 million. Retired workers, 
others not now looking for jobs 
number another 4.6 million. 


A war confined to Korea is not to re- 
sult in any widespread shortage of man 
power in the United States. Skilled 
workers will be scarce in some areas, 
but industry generally will be able to 
fill its labor needs for a limited arms 
program. 

This situation will change quickly, 
however, if war spreads and there is full- 
scale production of military equipment. 
Man-power controls then will follow. 
Present reserve supply of workers will be 
exhausted quickly. 

Labor supply, though reasonably 
tight, can be expanded by about 8 mil- 
lion. This reservoir is to be found in the 
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unemployed and a potential reserve of 
men, women and youngsters not now in 
the labor force. 

Those at work, outside of the armed 
services, number 61.5 million persons. 

Unemployed, but seeking jobs, are 
3.4 million men and women. This group 
is ready and waiting for work. Although 
unemployment never disappears entirely, 
the number out of jobs was reduced, at 
one time in the last war, to about half a 
million. 

Potential workers, those who will 
take jobs if needed, total 4.6 million. 

Total work force, then, could rise to 
69.5 million if the Korean fighting spreads 
to war with Russia. 

That leaves 8 million to draw from in 
an emergency. 

The potential reserve of those outside 
the labor force includes older men who 
retired from industrial jobs, women who 
left war plants in 1945 and young people 
who are not yet seeking employment. 
It is estimated at about 2,270,000 
men and 2,282,000 women. By age 
groups, it includes 1,489,000 from 14 
through 19 years of age; 837,000 from 
20 through 24 years; 1,395,000 from 
25 through 44 years; 428,000 from 45 
through 64 vears, and 403,000 of 65 
years and over. 

The draft and volunteer recruiting 
will take many of these workers. The ex- 
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act number to be withdrawn from indus- 
try is not known, but congressional ceil- 
ings on military forces at present would 
allow about 600,000 more to be called 
up. This would bring the armed forces 
up to about 2 million. 

The balance lett for civilian man- 
power requirements would still be about 
68.9 million workers. This is |1.1 mil- 
lion more than the peak of civilian em- 


ployment during the war, in th 
of 1943. 

The man-power supply for the home 
front thus appears to be large enough for 
the amount of arms output now indi- 
cated. 

Shortages of workers in some areas 
already are developing despite the pool 
of unemployed. Skilled workers especial- 
ly are harder to find, and this problem 
will get worse as arms output rises. 

Pay raises will serve to attract more 
skilled workers into areas where they are 
needed. 

Some workers who had to take lower- 
paid and less-skilled jobs after the war 
will tend to move into the skilled brackets 
as war jobs appear again. 

Longer hours also will be ordered by 
employers caught short on labor. The 
present work force can put out consid- 
erably more production by working over- 
time, at time-and-a-half pay. Costs of 
production will go up accordingly. 


summer 


7.’ « 


CONFERENCE ON MAN-POWER CONTROLS: Among the labor leaders who discussed the outlook for emergency man-power 
regulations with NSRB Chairman W. Stuart Symington last week were (left to right): George Harrison, president, Brother- 
hood of Railway Clerks; William Green, AFL president; Labor Secretary Tobin; Mr. Symington; John Owens, UMW secretary- 
treasurer; Walter Reuther, UAW president; and G. E. Leighty, chairman, Railway Labor Executives Assn. 
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War industries, even for a limited 
expansion to supply the Korean cam- 
paign, will add to the competition for 
skilled craftsmen and semiskilled pro- 
duction workers. So far, however, it is 
predicted that these needs can be met in 
most cases. The present indicated needs 
are far below employment in these in- 
dustries in World War II. Many of the 
workers laid off in 1945 are available, 
through transfers from other jobs or 
through a return from retirement. 

Aircraft plants are expected to add 
many workers to present rolls. Employ- 
ment in airframe and parts plants is 
about 254,000, or about half of the pay 
roll at the time of Pearl Harbor. 

Shipbuilding probably will be ex- 
panded somewhat, even in a limited arms 
program. At present, 81,000 workers are 
in this industry. This number might be 
doubled or tripled. There were 399,000 
in 1941. 

Ordnance plants, at last official count, 
had 23,000 employes, as compared with 
139,000 in 1941. Considerable increase 
in work force is expected here. 

Stee! firms are due to expand output 
of special steels needed for armaments, 
but this probably would not require many 
additional workers. Men would be 
switched over from civilian steel produc- 
tion. 

Coal mining has more than enough 
miners to dig all the coal needed by other 
industries for the Korean war. Overpro- 
duction, unemployment still are big prob- 
lems in coal. 

Auto industry probably can handle a 
considerable increase in arms orders with- 
out a man-power shortage. Any large- 
scale conversion to war production re- 
quires cutbacks in auto production, due 
to steel shortages. Emploves then would 
transfer from civilian to war jobs. But 
no large-scale program has been indi- 
cated so far. 

Thus, although some expansion of jobs 
can be expected in various industries un- 
der a limited arms schedule, no wide- 
spread shortages of labor are expected. 
Officials have been talking down the 
possibility of man-power controls for the 
immediate period, although all-out war 
would change the predictions. 

Union leaders, looking to a future 
possibility of controls, are asking for a 
voice in man-power regulation and other 
emergency programs that may be re- 
quired. They made this clear last week 
in a conference with Chairman W. Stuart 
Symington of the National Security Re- 
sources Board. An advisory committee 
was created by the labor groups to give 
labor's views to Mr. Symington as the 
planning continues. 

Plans for controls over man power, 
however, are not being sought for the 
present arms program, based on a war 
limited to Korea. For limited war, em- 
ployers are expected to find their own 
workers. 
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CHANGES IN UNION STRATEGY 


Shooting Affects Strikes, Pensions, Pay Hopes 


The Korean war is creating new prob- 
lems for labor leaders. Demands on em- 
plovers must be revised. Strikes are losing 
some appeal. There is likely to be more 
interference by Government in union- 
employer relations. 

Strikes, while not outlawed, are un- 
popular with the public and workers, es- 
pecially in war industries. Railroad un- 
ions that had been threatening to strike 
postponed their walkout indefinitely be- 
cause of the situation in Korea. Most 
other unions will be just as hesitant to 
order work stoppages while war is on. 

Injunctions, inspired by the White 
House, will be used against strikers who 
threaten to interfere with the war effort. 
President Truman already has used a 
wartime law to enjoin a rail strike. Taft- 
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‘WHAT? AGAIN? 


... and prices affect wages 
Hartley Act can stop strikes for 80 days 
when the national safety is involved. 

Rising living costs, without price 
controls, will cause workers to demand 
larger pay raises in industries where con- 
tracts remain unsigned or permit reopen- 
ing to discuss wages. 

Fear of wage controls, however, 
will complicate labor strategy. Unions 
will want to get as much in wages as 
possible before a freeze. But many labor 
leaders will not want to push wages up 
so fast as to bring a demand for wage 
controls. 

Employers will be faced with the 
threat of price controls if a new spiral of 
wage and price increases starts. Also, un- 
certainty over cutbacks in civilian goods 
will complicate cost problems. 

Looking ahead, a union line of 
strategy something like this is shaping up: 


Wages will be stressed over other 
demands so long as union leaders think 
they can force the issue without bring- 
ing on immediate controls. It will be 
argued _ that should not 
level while prices go up. The cost of 
living is rising and probably will con- 
tinue to rise at least for the balance of 
1950, even with limited war. The index 
may go up as much as 3.5 per cent by 
year's end, according to some economists, 
if controls are not imposed. 

Automatic raises in pay based on ris- 
ing living costs may become more pop- 
ular with unions in a period of inflation. 
A few more unions are accepting these 
cost-of-living provisions. 

Long-term contracts also may become 
more acceptable to union leaders. Those 
who think that strikes may be outlawed 
in the months ahead may choose to sign 
up now for a promise of definite pay 
raises each year for two or three vears. 

A pay freeze could interfere with this 
kind of strategy. however. Controls 
against all wage increases, if imposed, 

existing 
automatic 


wages remain 


presumably would set aside 
agreements providing for 
raises. Or, if provision were made in law 
for cost-of-living adjustments under wage 
controls, the adjustments would be made 
to conform to Government regulations 
rather than any private formula. 
Pensions are likely to be demanded in 
various industries that have not already 
granted them. Some AFL unions are not 
pushing as hard on this demand as are 
CIO Where companies have 
agreed on pensions, a new point now is 
being raised. Some agreements appear 
to give credit toward pensions for service 
in the armed forces, whereas others ap- 
parently do not. Unions probably will 
try to rewrite the doubtful clauses to in- 
sure credit, or Congress may insert such 


groups. 


a provision in law. 

Annual wage probably will be side- 
tracked as an issue in a period of ex- 
panding employment. 

The shorter work week also will be 
soft-pedaled at a time when overtime 
work is plentiful. Unions no longer need 
to seek ways of creating more jobs to 
take up the slack of unemployment. 

Contract deadlines vary widel) 
from industry to industry. Some electri- 
cal-equipment agreements are to be nego- 
tiated in the next few weeks. Rubber 
contracts also could be opened soon in 
some cases. Steelworkers are due to file 
demands November 1, with any changes 
effective January 1. The soft-coal con- 
tract allows a reopening on wages April ] 
or later. The Ford agreement could be 
opened on or after Jan. 1, 1951, on wages. 
Chrysler's contract prohibits wage talks 
before next July 1. 
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TAXES GOING UP, NOT DOWN 


Congress Likely to Raise Corporate Levies 


Higher tax rates are almost 
certain sooner or later as war 
costs begin to mount. 

Boost in corporate rates next 
year is under study. Personal 
taxes may go up, too. Excess prof- 
its, if taxed, go on a new base. 

Cut in excise taxes is out for 
this session. Question for Con- 
gress now is how long tax in- 
creases can be held off. 


Excise-tax cuts appear to be a dead 
issue, at least for the remainder of 
1950. Tax planners, at the urging of 
Treasury Secretary John W. Snyder, 
have agreed to drop the whole idea. 
Attention, instead, is to be concen- 
trated on how to raise more revenue 
to pay for growing war costs. 

Higher taxes, not lower taxes, be- 
come the order of business in congres- 
sional taxing committees. Most Congress- 
men would like to delay tax increases for 
a while, at least until after the November 
elections. Such a delay is possible, but 
cannot be guaranteed. 

Important point is that tax leaders in 
Congress are convinced that increases, 
sooner or later, must come. Question is 
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‘ANOTHER RETREAT’ 


Excises will remain at current levels 
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‘DON’T COUNT YOUR CHICKENS’ 
Next: an excess-profits tax? 


what taxes to raise, and when. Prelim- 
inary thinking is along these lines: 

Corporate taxes, almost surely, will 
lead the way up. 

Excess-profits tax becomes a possi- 
bility for 1951; is not being considered 
for 1950. 

Loopholes in present tax laws, in 
some important cases, will be closed. 

Personal taxes may be raised in 
1951, probably will stay where they are 
for the remainder of 1950. 

Estate and gift taxes may go up, on 
about the scale recommended earlier this 
year by Secretary Snyder. 

Excises, at least until the war crisis 
ends, are to be expected to remain at 
current levels. Some members of Con- 
gress are urging that relief from two or 
three “hardship” excises be written into 
any tax-increase bill to be passed this 
year or next. Experience shows, however, 
that, once excise cutting starts, it is hard 
to stop. Chances are strong that, until 
Congress is in position to make some 
generous cuts in a good many excises, the 
whole structure will be left just as it is. 

Corporations, more than any other 
group of taxpayers, are to be vulnerable 
in the period just ahead. Corporate exec- 
utives will need to keep up to date on 
thinking in Congress. Two proposals are 
getting attention. 

A rate increase, without disturbing 
the tax system itself, is one suggestion. 
Idea is to boost the top rate above the 
present 38 per cent, which applies to all 
corporations with net profits of $50,000 
a year or more. There will be stiff oppo- 
sition to any proposal to increase rates in 
the lower brackets. 





Trouble is that, to produce any major 
rise in revenue, there will have to be a 
bigger increase in the top corporate rate 
than Congress has shown any inclination 
to vote. If all companies earning as much 
as $50,000 a year were taxed at a rate of 
50 per cent, the revenue increase would 
be no more than 3 billion dollars a year. 
That would not be enough to wipe out 
even the ordinary budget deficit, let 
alone the additional cost of war in Korea. 

Also, the point is raised that a higher 
flat rate for corporations will work a 
hardship on many middle-sized com- 
panies that do not share in the profits 
generated by war. 

An excess-profits tax is the alterna- 
tive urged by those who want merely to 
skim off the top layer of profits. But here, 
too, the problem is how to get a sub- 
stantial amount of revenue without pro- 
ducing major hardships for business con- 
cerns and administrative headaches for 
the Treasury. 

One idea is to use the World War II 
tax base with modifications. Under the 
old system, the base was 95 per cent of 
average profits for the period 1936-39. 
That was the amount considered “nor- 
mal,” and any profits above that were 
“excessive” for tax purposes. Any new 
excess-profits tax, however, would make 
allowances for increased earnings and 
higher business costs in recent years. 
Some suggest that the base be fixed at 
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SECRETARY SNYDER 
The problem is to raise more revenue 
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\40 per cent of average earnings for the 
936-39 period, with an added $50,000 
sa specific exemption. In World War II, 
ye exemption was $10,000. This increase, 
» the argument goes, would help to take 
we of growing small businesses. 
“Problem is what to do about the thou- 
ands of business firms that were not in 
xistence as long ago as 1939. The Treas- 
ry would have the job of figuring out, 

n the basis of some formula to be pro- 
vided in the law, the “normal” earnings 
f such companies. This would be a 
major undertaking. Many think, there- 
fore, that a more recent base period 
would be preferable. 

A postwar base, say 1946-49, is sug- 
vested as an alternative. Here the diffi- 
wlty is one of revenue. Profits in those 
years were high. For many companies, it 
s doubtful if earnings will be very much 
higher in a new war period. 

Possible compromise, one that is get- 
ing serious attention, is to fix the tax 
hase at a flat percentage of postwar earn- 
ings, say 75 per cent of average profits 
for the period 1946-49. 

To that might be added a $50,000 
exemption to take care of small busi- 
nesses. The tax rate, if set at the same 
level as in World War II, would be 85.5 
per cent. There is no agreement yet on 
that point. The rate, the exemption and 
the percentage figure to be used in 
determining the tax base would be fixed 
according to the need for revenue. 

Any new excess-profits tax law prob- 
ably would permit companies, if they 
prefer, to use a tax base figured on in- 
vested capital rather than on past earn- 
ings. In World War II, the formula for 
companies using this method was 8 per 
cent of the first 5 million dollars of invested 
capital, 6 per cent of the next 5 million, 
and 5 per cent of all the remainder. 

A ceiling would be put on the total 
share of net profit to be taken by taxes, 
both the excess-profits tax and the nor- 
mal tax. In World War II, that ceiling 
was 80 per cent of profits. 

An example will help businessmen 
apply the proposed system given above 
to their own companies. 

Net income of a hypothetical com- 
pany, say, is 5 million. That’s in a year 
in which the excess-profits tax is law. 

Exemption is $50,000. Subtracting, 
the amount left is $4,950,000. 

Tax credit is 75 per cent of 1946-49 
average profits, assuming this company 
uses the past-earnings method of figuring 
the base. Say this average is 3 million, of 
which 75 per cent is $2,250,000. Sub- 
tact this amount from $4,950,000, and 
the income subject to excess-profits tax 
27 million. 

Excess-profits tax is figured against 
that amount. If the rate is 85.5 per cent, 
sin World War II, the tax comes to 
12,308,500. 

Normal tax of 38 per cent is applied 
oly to that portion of net profit to which 
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Is your record writing volume large enough to 
take advantage of every saving in business forms? \ = \s 
If so, UARCO Fanfold Forms offer you every one — 
of them: Continuous writing ... many copies... 
easy distribution . . . even big savings on carbon 
paper! Users have found that no other forms 
save so much! Write them on Fanfold Machines 
or on your present typewriters with UARCO 
Fanfold Adapters. 

The more forms you use, the greater your 
savings. Yet, UARCO Fanfold Forms have 
worked very real economies for users of no 
more than 25,000 forms a year! 

Your UARCO Representative will be pleased 
to check your forms usage and demonstrate 
the savings you can make with Fanfold Forms. 
Call him—there is no cost or obligation. 


UARCO INCORPORATED 
Factories: Deep River, Connecticut; Chicago, Illinois; 
Cleveland, Ohio; Oakland, California. 


Sales Representatives in all principal cities. 
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RESOURCES 

Cash and Due from Banks............... $ 555,097,089.61 
United States Government Obligations.... 1,277,610,688.87 
Other Bonds and Securities.............. 126,256,402.77 
ee Re CO a 337,939,797.91 
Stock in Federal Reserve Bank........... 4,800,000.00 
Customers’ Liability on Acceptances...... 1,063,444.58 
Income Accrued but Not Collected....... 7,479,914.12 
go. he re 9,450,000.00 

_$2,319,697,337.86 

LIABILITIES 

RNS 685.0 6.55.909505 os CO ade arwaw et $ 2,114,196,274.87 
PIERO 5 S05 a:arcs 4's pin Gn o 8 Kore Main TO 1,077,674.78 
Reserve for Taxes, Interest, and Expenses. . 7,156,487.32 
Reserve for Contingencies............... 18,109,338.78 
Income Collected but Not Earned......... 392,972.19 
NE: “ort a 60,000,000.00 
ES ee ee ee 100,000,000.00 
Undivided Profits ...................... 18,764,589.92 

_$2,319,697,337.86 

United States Government obligations carried at $232,879,891.84 are pledged to secure public 





and trust deposits and for other purposes as required or permitted by law 


| Member Federal Deposit Insurance Corporation 
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the excess-profits tax does not apply, 
That amount is 2.3 million, or total net 
profit minus the “excess profits.” Normal 
tax, thus, is $874,000. 

Total tax amounts to $3,182,500. 
which is 63.6 per cent of net profit, 

Under present law, the tax on that 
same company would be 38 per cent of 
5 million, or 1.9 million. 

Businessmen, thus, have a major stake 
in the excess-profits tax discussions now 
getting started in Congress. 

The Treasury is reluctant to recom- 
mend an excess-profits tax, because it is 
hard to administer. Several more years 
will be required for the Treasury to finish 
handling refund claims arising cout of the 
World War II tax. Many Congressmen 
object to such a tax on the ground that it 
penalizes growing businesses. 

A new excess-profits tax is not in pros- 
pect immediately, but it is not to be 
written off as a possibility for 1951. The 
principal argument that led to enactment 
of an excess-profits tax before World War 
II was that, when men are being drafted, 
profits also should be drafted. That same 
argument is to be heard again. 

Individuals no longer can count on 
immunity from tax increases. Until a few 
days ago, most Congressmen dismissed 
any suggestion of higher taxes on in- 
dividuals. Now, with war concern mount- 
ing, there is a feeling on the part of many 
that any broad tax boosts should include 
at least some moderate increases in per- 
sonal rates. 

Assuming limited war in Korea, any 
increases in individual taxes probably will 
be confined to people in high-income 
groups. In an all-out war, individual taxes 
all along the line will be almost sure to 
go up. 

Income splitting between husband and 
wife, which has been permitted since 
1948, is likely to be retained, in any case. 
Congress is not inclined to go back to the 
old system, which gave a decided tax ad- 
vantage to people living in community- 
property States. 

Estate and gift taxes are on the 
Treasury’s list of sources that should be 
tapped for more revenue. Mr. Snyder has 
urged Congress to merge these two taxes 
into a single “transfer” tax with higher 
rates to produce an extra 400 million dol- 
lars a year in revenue. This proposal so 
far has found a cool reception in Con- 
gress. But, in a search for new revenue 
in large amounts, the attitude toward 
Mr. Snyder’s plan may be different. 

To the taxpayer all the news right 
now is bad news. The steam behind the 
movement to cut excise taxes has van- 
ished. Steam is building up behind a new 
movement to raise taxes. How far that 
movement will go will depend on the 
war news in Korea and the budget news 
at home. 
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Trend of American Business 
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1 net 
mal 24th and N Streets, N.W. 
Washington, D. C. 
200), 
that 
nt of Schedule of war controls, as now shaping, is this: 
Priorities at the start will be limited to key war orders. 
stake Industry, not Government, will be given a chance to allocate materials left 
_ over after war orders are taken care of. War demands won't be high now. 
cones Credit controls, at first, will be left to private lenders. 
it is Price control, rationing, compulsory controls of several kinds will be used 
years only as a last resort, only if voluntary restraint breaks down. Stand-by con- 
er trols, to be used as needed, may be asked of Congress by Mr. Truman. 
sic At first, controls will be voluntary except on war orders. After that, if 
hat it voluntary controls aren't enough, compulsory controls will be piecemeal, not 
all-inclusive, limited to special problems not designed to run everything. 
ag Finally, if war breaks over the world, drastic controls will come quickly. 
O De 
Ri: Mr. Truman is told this: Congress will not re-enact war controls over 
War prices, materials, man power, wages without long debate. Suggestion of con- 
fted, trols, not followed by quick use of controls, would just touch off a whole new 
same wave of buying that would aggravate the whole problem and force drastic action. 


it 
gfe If direct Government controls are fcrced by reviving inflation: 


issed Regulation W will be No. 1 on the list. Installment credit is eyed very 
1 in- closely at this time. Terms are going tc be tightened one way or another. 
punt: Allocations of scarce materials will be No. 2 on the list of controls. 
ud, Steel is the key material now in short supply. If voluntary allocations fail, 
per- compulsory allocations will be revived. That may be some time off. 
Inventory control will accompany any plan for allocating materials. 
any Prices won't be controlled except as a last resort. Wage control will have 
will to go along with any price control. White House and Congress will try to avoid 
iis either of these controls until after election, at least. 
re to Rationing at the retail level is last of probable controls. 
In case war is confined to Korea, a little restraint on the part of the 
and public would remove need for direct Government controls. Military demand is 
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es unlikely to take more than 5 per cent of steel output, if that. It took about 
“ase. 

oe 2 per cent last year. Most things other than steel are relatively abundant. 

¢ ad- Limits on credit use can check some demands. But, if there is to be a wild and 


nity- growing scramble for goods, something will have to be done to limit it. 


Br: Auto output, certainly, will be cut from a 10-million to about a 5 or 
- has 6-million level. Truck output will be reduced from 1.5 million to 1 million. 
Television output faces cuts, as military demand rises for equipment that 
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gher involves electronic devices. Household appliances will hit a steel bottleneck. 
~ Home building will have to be restricted. Tighter credit may do that. 

iii Shortages will hit the consumer durable-goods industries, not those that 
onue produce so-called "soft goods." Barring all-out war, most things won't be short. 
vard Food will be abundant, even if high priced. Textiles of almost all kinds, 


except possibly nylon, should be abundant or at least adequate. 

- Department stores are likely to do a land-office business. Mail-order 

ae houses will, too, if they can get the goods they want. Boom will tend to shift 
new from durables that become harder to get toward nondurables which are abundant. 
- Businessmen who had stocked up with goods before war started are in a position 
the 
ews 
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TREND OF AMERICAN BUSINESS-- (Continued) 


now to reap some sizable rewards. Many had let inventories run down. 


All of the time keep this thought in the back of your mind: 

A_ short war, flare-up, then flare-down, could upset things in a big way. 
People, loading up now, then would have many wants filled. Demand could fade 
and business face a severe setback. That's a possibility. 

A long war, an all-out war, if one should develop, would regenerate the 
shortages of the last war and bring a whole new inflation cycle. 

Odds now are on a war that runs on for months, but not at full steam. 

There probably will be plenty of goods to meet any normal civilian demand. Once 
things get stabilized a bit, panic buying may level off. In that event, most of 
industry will be able to supply civilians and fit in goods for a small war, too. 








Prices are on the way up again, either way it goes. 

Price trend was upward, moderately, before shooting. Price rise always 
goes with war, even a small war, as the military draws on goods. 

Rise in prices of commodities, wholesale, is likely to average about 5 per 
cent in six months ahead. Farm products, foods, may be up more. Metals are not 
likely to rise a great deal more than now, unless war gets bigger. Building 
materials will rise moderately. Sharp rises, though, are not looked for. 

Direction for almost all prices will be on the rising side. Industry, how- 
ever, in pricing finished goods, will be under some restraint. Sharp rises will 
speed price controls. Cautious rises may avoid controls. Businessmen, in the 
end, may be better off profitwise if they act cautiously in raising prices. 





Tax trend is to be upward, too. Tax cut is dead for this year at least. 

Tax problem, even with a little war, is to relate to a 6-billion-dollar 
deficit. That's the prospect with existing taxes and an added war cost of only 
about 4 billion dollars above the cost budgeted. 

Deficit outlook is influencing the attitude of Congress on taxes. 

Excise-tax reduction is dead for this year. That's agreed upon. 

Tax on furs, admissions, business machines, freight, telephone bills, 
travel tickets, cosmetics, other things will stay where they are this year at 
least. It's to be necessary to curtail consumption, not increase it. 

Loophole closing seems to be off for the time being, as well. 

Tax_increase, based on higher armament needs, even if big war is avoided, 
is due to be considered in 1951. Any increase could be retroactive to Jan. l, 
1951, on corporation income. Individuals probably won't face an increase now. 




















Excess-profits tax is not seriously considered for 1950. 

Tax on "excess" profits, though, will come with big war and may come 
if arms spending causes Congress to consider that profits are excessive. 

Tax base for determining what is and what isn't an excess profit will be 
tied to postwar, not prewar, earnings. Studies, now made, have led to that kind 
of conclusion. Base years for profits would be 1946 through 1949. Normal level 
of profit would be a percentage reduction, maybe 25 per cent, below the average 
of those postwar years. Profits above that level would be taxed as excessive. 

Normal tax on larger corporations, now 38 per cent, is likely to go to 40 
per cent or above. To raise 3 billion dollars added revenue from a tax on 
corporation income would take a flat tax of 50 per cent. 





Whatever the course of this war, whether it turns into big war or ends in 
a victory, there will be heavier expenditures for defense to finance. 

Defense spending of above 18 billion a year seems a minimum to expect. 

Defense, plus welfare, plus interest on debt and veteran expenses, will 
give the country a minimum budget of around 44 billion dollars. Revenue from 
present taxes is unlikely to rise much above 37.5 billion dollars. Higher tax 
bills are coming, and when they come they tend to stay. 
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We’ve Been Asked: 





WHERE CONTROLS CAN HIT NOW 


Power of the President to mobilize the 
United States economy for war is lim- 
ited at this time. Yet there are things 
that President Truman can do, without 
added Jaws, to tighten up on civilians 
and to direct more effort toward defense 
activity. 

Industry now can be forced to give 
priority to Government orders for ma- 
terials and finished goods. The act that 
provides for a draft of men also gives 
power to draft industry if it fails to give 
frst call to Government defense orders. 
This priority authority is not yet being 
used, but it may be soon. 

In other fields, too, the Government 
has some authority. But prices cannot be 
controlled. There is no power to ration. 
Inventories are not subject to control 
without new legislation. 


Isn't there any real power, then, ex- 
cept the draft power? 

Yes, there are some things the Govern- 

ment can do without new laws, to bring 

the economy under more control. But 

these are far short of recent wartime 


powel S. 


Where can pressure be exerted most 
readily? 

Some pressure can be put on in the field 

of credit. For example, the terms under 

which the Government supports mort- 

gage loans could be tightened. 


Just how could this mortgage credit 
be tightened? 

Take the mortgage loans that are in- 
sured by the Federal Housing Adminis 
tration. Here the interest rates could be 
raised sharply. The present rate on one 
to four-family buildings is 44% per cent 
plus an additional % per cent for insur- 
ing the loan. FHA has authority to in- 
crease this to 5 per cent, or even to 6 per 
cent in some special cases. The insur- 
ance premium can go up to 1 per cent. 
That would make the cost of an FHA- 
backed loan 6 to 7 per cent. The present 
rate for rental property is 4 per cent, with 
2 per cent insurance charge. That could 
be raised to 4% per cent plus an addi- 
tional 1 per cent charge for insurance, or 
5% per cent. 


Can FHA exert other pressures? 

Yes, that is possible. FHA could hold 
down on the valuation of properties 
on which it insures mortgage loans. That 
would have the effect of increasing down 
payments by buyers. It also could cut 
down on the number of loans being 
insured. That would tighten this field 
of mortgage credit. 


JULY 21, 1950 


Can interest on veterans’ loans be 
raised, too? 

It can be, for future home loans to vet- 
erans. The Veterans’ Administration, with 
the approval of the Secretary of the 
Treasury, can push the interest rate on 
home loans that it guarantees from the 
present 4 to 4% per cent. VA also could 
stiffen the requirements for these home 
loans. 


Can bank credit be limited by the 
Government? 

Not directly. But the Government can 

ask the banks to hold down on their 

credit. That might result in individual 

banks’ reducing the number of loans that 

they make. 


What about consumer credit? 

Here, too, the Government can_ bring 
pressure on banks and on others to limit 
credit. Larger down pavments could be 
requested. But there is no power to bring 
back the strict control over installment 
buving that was in the wartime Regula- 
tion W of the Federal Reserve Board. 


Is allocation of materials possible 
now? 

Only to a very limited extent. There is 
power to control allocations and inven- 
tories of rubber. Steel producers can be 
required to channel a percentage of their 
cutput toward fulfilling military orders. 
A small degree of control over materials 
is found in the power of the Government 
to direct the flow from its stockpiles of 
strategic materials to individual manu- 
facturers. But general allocation of ma- 
terials and control of inventories are not 
possible without legislation. 


What of exports and imports? 

There is far-reaching authority to control 
exports at this time. Import of specific 
items may be controlled. They include 
oils, butter and other fats, rice and rice 
products and rubber products. 


What are some controls that require 
legislation? 
Congress would have to act to restore 
such restrictions as rationing, price con- 
trols, regulation of production. It also 
would take legislation to return regula- 
tion of wages and salaries, a freeze of 
workers. and other man-power controls. 
The same applies for wartime control of 
transportation, though the Government 
does have power to seize railroads in cer- 
tain emergencies. While rent control con- 
tinues in many places. it would take 
legislation to restore this regulation in 
most areas that have been decontrolled. 
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News-Lines 


a) 





What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN, as a veteran of World 

War II, obtain a larger Government 
guarantee of a home loan, provided that 
you have not used up this benefit under 
the GI Bill of Rights. The Veterans’ Ad- 
ministration amends its regulations to put 
into effect the higher guarantees recently 
voted by Congress. A veteran now can 
get VA backing for as much as 60 per 
cent of a home loan, up to a top Govern- 
ment guarantee of $7,500. 


* * 


YOU CAN perhaps avoid a fraud 
penalty for an inaccurate income 
tax return if you can show that you re- 
lied in good faith on a “tax expert” who 
later proved to be dishonest. One tax- 
paver is relieved of a penalty by the U.S. 
Tax Court in such a case. The Court finds 
that the return was not filed by the tax- 
payer as a false and fraudulent report. 


* * 


YOU CAN express vour opinion to 

the Securities and Exchange Com- 
mission about changes that it proposes to 
make in its Regulation S-X. This is the 
Regulation that governs forms and con- 
tents of financial statements that com- 
panies must file with the agency. Writ- 
ten views and comments will be received 
by the Commission up to August 21. 


* * * 


YOU CAN deal with the Department 
of Commerce to get nonsecret techni- 
cal reports on atomic-energy research, 
formerly handled by the Atomic Energy 
Commission. Under a new distribution 
plan, the Department's Office of Techni- 
cal Services becomes the sales agency 
and reference source for this material. 


* * * 


YOU CAN count on Government 

price supports for this year’s crops 
of oats, rye, barley and grain sor- 
ghums, even though these supports are 
not required by law. New price-support 
levels for the products are announced by 
the Department of Agriculture. 


* * * 


Ea YOU CANNOT always use the fail- 

ure of a union’s officers to file non- 
Communist affidavits as an excuse for 
your failure to bargain with the union. 
A circuit court of appeals holds that, if 
such affidavits are filed after an em- 


ployer’s refusal to bargain, he can then 
be cited for an unfair labor practice un- 
der the Taft-Hartley Act. This upse ts an 


earlier ruling of the National Lab r Re- 

lations Board. 

YOU CANNOT, as an emplover. 
have pictures taken of union organ- 

izers passing out union literature t vour 


employes during an election campaign, 


without running the risk of violating the 
Taft-Hartley Act. NLRB looks upon such 
picture taking as intimidation of em- 
ployes. It sets aside results of the elec- 
tion that was lost by the union. 

YOU CANNOT safely permit your 


plant manager to promise your em- 
ployes better things if they vote a 
union out of a plant. A circuit court of 
appeals holds that such a statement by 
a manager was not protected by the free- 
speech provision of the Taft-Hartley Act 


Eg YOU CANNOT, in handling the af- 

fairs of an estate, fail to treat as 
taxable income the salary payments 
made by a company to this estate of a 
deceased employe after his death. The 
Tax Court rules that payments of this 
kind, amounting to monthly salary for 12 
months after the employe’s death, are 
taxable to the estate. Neither the em- 
ploye nor the estate had an enforceable 
right to the payments. 


* * * 


Eg YOU CANNOT always avoid treat- 

ing as a taxable dividend a payment 
that you, as a principal stockholder, re- 
receive from a company in exchange for 
company stock. The U.S. Tax Court 
decides: in one case that such a payment 
constituted a dividend where no corpo- 
rate business purpose was served by the 
transaction. The taxpayer wanted _ his 
profit taxed as a capital gain. 


* * * 


Eg YOU CANNOT ship certain petro- 
leum products valued at more than 
$25 to any countries, except Mexico and 
Canada, without holding an export li- 
cense from the Office of Industry and 
Commerce. Items on which export con- 
trols are tightened include some types of 
aviation and automobile engine fuels. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 


courts and Government bureaus. 
many facts which, for reasons of space, 
REPORT 


In making their decisions, 
cannot be set forth in detail. U. S. News & Wor LD 
, on written request, will refer interested readers to sources of this basic material 


courts and bureaus consider 
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LONDON....PARIS....BONN....TOKYO.... 





>> Businessmen in Western Europe, with an eye on Korea, see these trends: 

Sellers' market appears to be returning. Bigger dollar earnings are to be 
expected from exports of Far Eastern and African raw materials. More sales to 
U.S. of Europe's finished goods seem probable. U.S. exports, on the other hand, 
may be cut by U.S. inflation, controls, war production. So U.S. competition in 
markets overseas is likely to lessen. Dollar gap is expected to narrow. 

In short: Korean war, if localized, looks like a shot in the arm for trade 
and dollar earnings for West Europe's businessmen. Period of all-out competi- 
tion in world markets iS apparently being postponed again. Long-standing fears 
of what's to happen in 1952, when Marshall Plan ends, tend to retreat. 

















>> Mood in London and Paris is quite different from that in Washington. 

Mobilization for war is not much talked about in Britain or France. 

New controls on business are not mentioned. Trend is still the other way. 

Increased defense spending, on the basis of present expectations, won't be 
enough to change the business situation much, or enable U.S. to cut down. 

Higher taxes are indicated in Britain only in case of a big emergency. 

Says Sir Stafford Cripps, Britain's Chancellor of the Exchequer: "We have 
very nearly reached the limit of direct taxation of income." But, Cripps warns, 
in an emergency more taxes could be raised by all sorts of indirect methods. 

As of now, however, neither London nor Paris sees an emergency warranting 
wartime mobilization. Another "local" war, a Soviet move in Europe, could change 
this outlook overnight, of course. But the present mood, if somewhat nervous, 
is one of business as uSual; in fact, of a little more business than usual. 














>> As British businessmen look over their situation..... 

Profit picture is relatively bright. Gross profits of industrial firms are 
up, on the average, 7% per cent over last year. Only exceptions’ to this trend 
are in brewing, shoe and leather, entertainment industries. They've lost ground. 

Britain's reserves of gold and dollars are higher than when Marshall Plan 
began, seem likely to go on up with strong dollar demand for rubber and tin. 

Britain's Treasury is running a surplus, contrary to Cripps's expectations. 

Raw materials are coming into the country in a steady flow. June imports, 
adding all categories together, established a new record in terms of value. 

Crop outlook in Britain is encouraging, too, better than 10-year average. 

Government controls, interferences show a tendency to shrink. Rationing, 
now that soap is to be derationed, will soon be down to meats, edible fats, 
coal. Trade with Europe is being made easier by new European Payments Union. 























(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


Inside Britain, only cloud on the horizon--once a businessman gets used to 
a Labor Government and a 40 per cent tax rate on his income--is that some prices 
and living costs are rising, and wage increases are probably not far off. 


>> In France, despite the political merry-go-round, business mood is one of 
cautious optimism. Tendency is to keep Korea and Stalin in the background. 
Industrial output is running 23 per cent above 1938 level. Farm output is 








big enough to feed France, isn't far short of prewar. Exports are up, now cover 
84 per cent of imports, compared with 69 per cent last year, 64 per cent in 1938, 
Black market has disappeared. Retail prices, which shot up 42 per cent in 1948, 
so far this year have dropped 3.9 per cent. French Treasury is in better shape, 
too. Receipts are within 2 per cent of covering expenditures. 

French businessmen, at the moment, aren't thinking about mobilization. 














>> What's probably ahead in both Britain and France, even though businessmen 
generally aren't thinking about it, is a speed-up in arms production. Problem 
then will be how to produce more arms without producing less of something else. 
Another problem: How to produce more arms and earn dollars at the same time. 
Plan to solve this puzzle is in the talk stage around London. 
In outline, this is the idea: Let Western Europeans produce more of their 





own arms, rely less on arms shipped from the U.S., but have U.S. finance this 
stepped-up arms production in Europe as part of the Military Aid Program. 

In other words, Britain, France, the Low Countries under this plan would 
become the arsenal of Europe. Germany's role would be to provide the steel. 
U.S. would provide the money and, in time of war, much of Europe's food. 


>> Idea has obvious attractions for European governments. 
Dollar deficits, for one thing, would be sopped up that much more. 
Strain on European budgets would be eased, make it possible for Britain, 








for example, to continue spending heavily for social-welfare purposes. 

Arms needed by Europe, in addition, under this plan would be in Europe, on 
the spot. U.S. problem in Korea underlines the importance of this. 

Europe's wartime need, apart from arms, is food. So it's suggested U.S. do 








less arms producing for Europe, think more about raising food for Europe. 
What the idea leads to, if adopted, is in effect a merger of Military Aid 
and Marshall Plan programs. Cut-off date, 1952, then won't mean very much. 
It's probably an idea you'll hear more of as time goes on. Slow U.S. 
arms shipments under present program gives point to the European argument. 


>> British exporters are beginning to feel the results of German and Japanese 

recovery. German, Japanese exports are pushing into Britain's best markets. 
West Germans, with steel production at a postwar high, have run off with a 

South African order for 100 shunting locomotives. British firms expected to get 





it. Germans promised lower prices, quicker delivery. German-Swedish deal opens 
up Sweden's market to German cars, machinery, chemicals, textiles, steel 
products. It's stiff competition for Britain in a favorite market. 





- 


Japanese, five years after the war, have outdistanced Britain in exports of 
cotton goods, now lead the world. Machinery exports are going from Japan into 
India, Southeast Asia, a big British market. Japanese bicycles threaten to un- 
dersell British ones in India. But export emphasis, Japanese say, is on quality. 
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Plus and Minus 


INDICATORS OF BUSINESS 


Commodity prices are being driven 
upward as consumers and business- 


men, fearing war controls and 
shortages, speed up purchases. 
Sensitive commodities jumped to 


280.5 on the Bureau of Labor Sta- 
tistics index on July 12, up 6 per 
cent since start of the Korean war 
and the highest since February, 
1949. Gains since just before the 
war follow: 


Price on Per Cent Rise 


July 12 Since June 23 
Tin, lb. $ .85 1. 
Wool tops, Ib. 2.14 7 
Rubber, |b. 36 28 
Print cloth, yd. 178 17 
Burlap, yd. 176 yj 
Hides, |b. 268 4 
Coffee, lb. Bs 8 
Cocoa beans, lb. 345 6 
Cotton, Ib. .368 9 
Lard, |b. 18 19 
Hogs, 100 lbs. 24.75 22 
Cottonseed oil, Ib. Rar iA ll 
Steers, 100 Ibs. 80.25 3 
Corn, bu. 1.566 4 


Wholesale prices rose to 161.8 on 
the BLS index in the week ended 
July 11, highest since December, 
1948, and only 4.7 per cent below 
the record high of August, 1948. 
Foods rose 4 per cent, farm prod- 
ucts 8. Industrial goods moved to 
their highest since April, 1949, led 
by building materials, chemicals 
and textile products. 

Retail trade has quickened. Depart- 
ment-store sales climbed to 315 
on the indicator in the week ended 
July 8, highest since late in 1948. 
In some Federal Reserve districts, 
sales were as high as 15 to 20 per 





Consumer Debt— 
Target for War Control? 
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Carloadings of manufactured goods 
were 15 per cent above a year ago. 
Banks are expanding their loans. Re- 
porting Federal Reserve member 
banks added 58 million dollars to 
their business loans in the week 
ended July 5. Real estate loans rose 
30 millions, loans to consumers 20. 
Business inventories on June | rose 
to 55.2 billions, up 400 millions in 
May for the third straight gain. 
Building-materials supply, barely 
adequate before the Korean war, 
now threatens to run low for many 
contractors. Tendency is for some 
builders, fearing higher prices and 


ACTIVITY 


order to assure that work under way 
and planned will be completed. 
Gypsum board, lumber and some 
items of plumbing and _ heating 
equipment already are hard to get 
in some areas. 

Dwelling units started in June set a 
new record high of 142,000, making 
a total of 687,000 for the half year, 
53 per cent above a year ago. 

Demand for new homes has been 
stimulated by the war. There 
fear of higher prices, of Govern- 
ment limits on new building and 
mortgage credit. 

War controls, if adopted by the 
Government, can easily be applied 
to mortgage credit, along with in- 
stallment credit. As the top chart 
shows, these forms of credit are 
rising steeply. Without new legis- 
lation, FHA and VA can tighten 
up on terms for guaranteeing and 
insuring mortgages. To clamp down 
on installment credit, however, 
Congress must vote new authority. 

Investors, shaken by the possibility 
of war taxes and controls, con- 
tinued to liquidate stocks between 
July 7 and 13. Industrial stocks on 
July 13 had lost nearly half of their 
gain in the last year. 

Factories, meanwhile, are laboring to 
fill demand for goods. Output on the 
indicator below is at the peak rate 
of 1948. Steel industry is consider- 
ing a voluntary allocation program. 

Swollen demand is forcing prices up 
even before the Government has ex- 
panded its military outlays. Further 
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MOBILIZATION—TO PREVENT WAR 


BY DAVID LAWRENCE 


2 gen THE ARMY—See the World—and Stop a War.” 
This is also a slogan for the Navy and the Air 
Force and for the Marines and for every other branch 
of our armed services. 

It is a slogan that epitomizes America’s immediate 
task, which is to recruit, train and deploy in different 
parts of the world a large-sized military, naval and 
aerial force to operate with similarly large forces from 
each of the free countries that comprise the United 
Nations. 

Our American youth would welcome the opportunity 
to see the world and fraternize with the youth of other 
countries. An enlistment for two years would permit 
the rotation of a constantly changing military force 
with more and more young men made available for 
reserve duty. 

What we see today is a need for world-wide con- 
scription. 

This is a realistic necessity now if World War III is 
to be prevented. It does not mean that military force 
is our only answer—far from it. But it does mean that, 
with the Kremlin’s mass armies threatening the peace 
of the world from day to day, some countervailing 
strength must be mobilized to assure security while 
other means of accelerating peace are concurrently tried. 


We have neglected too long the application of 
moral force. We have been just as unprepared for the 
use of that instrument of persuasion as we have been 
unprepared on the military side. 

By moral force, we mean the statement of truth and 
argument in such a way as to appeal to the sense of 
justice and humanity which are bred in all human 
beings, irrespective of race or creed or color. 

The people of the satellite states in Europe are ap- 
proachable. The people of Russia are approachable. 
The people of Asia are approachable. But we have 
never asserted ourselves in that direction except with 
a few feeble attempts at “propaganda” through the 
so-called ‘Voice of America.” Most people have imag- 
ined that the psychological approach has already been 
comprehensively handled—but that is inaccurate. 

The President is right in asking Congress for $100,- 
000,000 for this work. But it should not be, as now, a 
subordinate unit in the Department of State. It ought 
to be an independent agency reporting directly to the 
President, like the Office of War Information—only it 
ought to be called the Office of Peace Information. 

The effort thus far has been primarily to transmit 
news to the people behind the “iron curtain.” This is 


but a small fraction of the job. There ought to be a 
transmission of ideas that come from the heart of a 
country whose Judeo-Christian concepts of fair dealing 
and brotherhood can be expressed in dozens of ways 
rather than merely in stodgy news dispatches. Our 
information program needs to be revitalized and en- 
larged. America has the genius and capacity for self- 
expression. We can mobilize the moral forces of the 
world if we go about it with honesty and candor. 

The United Nations, moreover, must begin soon to 
express some important truths. It has already invited its 
members to support South Korea with arms. But why 
has it not warned other nations formally by resoiution, 
as Senator Ferguson of Michigan proposed last week, 
that any help given to North Korea must stamp such 
countries as partners to aggression? Why should any 
nation which is guilty of aggression anywhere be al- 
lowed to sit in the U.N.? 


The United States must take the lead in sever- 
ing diplomatic relations with the Kremlin. We must 
tell the Russian people that their government is faithless 
to the pledge it gave to maintain peace and discourage 
aggressor states. 

We must urge the satellite countriés to rid themselves 
of Moscow’s yoke. What are we waiting for? 

In any crusade of moral force, we must champion the 
cause of honor and not be afraid to offend the exponents 
of dishonor. We cannot appease aggressor governments. 
We must prepare to resist them and concurrently seek 
to persuade the Russian people that their government is 4 
dragging the world into war. It is to their interest and ~ 
to our interest to prevent this. 

We must proclaim a program of help to the Russian © 
people so they can join our crusade—a program that 
promises economic aid and individual liberty, a positive 
program that oppressed peoples everywhere can undet- ~ 
stand. It would be better if the United Nations could 
espouse that program and begin to take cognizance of 
the simple fact that the Soviets have of their own voli- 
tion left the U.N. May they never be permitted to come 
back until free representatives of the Russian people 
are chosen to join the free nations of the world! 

Mobilization of moral force is a prerequisite to the 
fulfillment of our ideals. Mobilization of physical force 
is essential meanwhile to give us time to assure our 
security and demonstrate by our superior strength that 
it would be futile for the Kremlin to start a war. 

We must mobilize moral and military force now—to 
prevent World War III. 
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Glenmore’s Kentucky Tavern is the only Bottled-in- 
Bond that has always been made by the same family 
in the same distillery for three generations... and 
the Glenmore distillery has made more Kentucky 
Bourbon than any other distillery. This unmatched 


experience assures you uniform high quality. Distilled and Bottled in Bond Under 
Supervision of the U.S. Government 


9 
That’s why... pi ; ean 
© Glenmore Distillertes Company, Louisville, Kentucky 


NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 








When is a da train like a streamliner ? 





WHERE DOES A STREAMLINER get its amazing 


speed and smoothness? 


Partly from the modern, lightweight design 


of the cars. Partly, of course, from the power- 


ful Diesel locomotive which pulls them. 

And partly from something you seldom 
see—the roller bearings on its axles, which 
practically eliminate friction to make pos- 


When it’s “Roller Freight”! 





GIVING FREIGHT TRAINS, TOO, the advan- 
tages of Timken tapered roller bearings, 
is the next great step in railroading! It’s 
called “Roller Freight” and everybody 
stands to benefit from it. 

When freight cars replace their friction 
bearings with Timken bearings you'll 
get the things you eat, wear and use faster 
and in better condition. Railroads will 
save maintenance and operating costs. 
Shippers will have faster, more depend- 
able service. Timken bearings remove 
all speed restrictions due to bearings, 
permitting faster freight schedules, 
*Hot box” delays are eliminated. Start- 
ing resistance is cut 88%, making for 


NOT JUST A BALL (> NOT JUST A ROLLER © 





jolt-free starts, less damage to lading. 

Already the switch to “Roller Freight’ 
has begun, with a few Timken-equipped 
cars on some railroads, and as many as 
1000 on others. 

Throughout all industry, Timken bear- 
ings are first choice wherever the loads 
are tough. They take radial and thrust 
loads in any combination. Whether you 
build power shovels or potato peelers, be 
sure the trade-mark “Timken” is on the 
bearings you use. The Timken Roller 
Bearing Company, Canton 6, Ohio. 
Cable address;‘*TIMROSCO”. Tapered 
Roller Bearings, Alloy Steels and Tub- 
ing, Removable Rock Bits, 


) THE TIMKEN TAPERED ROLLER C— BEARING TAKES RADIAL () 





sible greater speeds, smoother starts, re 
velvety rides. 

But it’s a long step from streamline:s to 
freight trains—or is it? 
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